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)26/Res 1/ _--oN COMMENCING AT 10:00 A.M. 


THE CHAIRMAN: Well, this morning, as you know, 
we have with us Mr. A.M, Greenaway, who is no stranger 
to the members of this Comllttyse Mr. Greenaway has come 
here’ on’ very short notice, ana he is’ going to give’ us the 
benefit of his experience in the mortgage business. 

He is the founder and past president of 
the Mortgage Brokers! hescaeeeren: he was very helpful, 
and took a very active part in the legislation under which 
the mortgage brokers are now acting. He has a wealth of 
knowledge about this subject. 

Later sie I believe he will prepare and present 
to us a written brief. In the meantime, he is here to 
give us some of his general views as to how the present 
legislation is working, and any other comments which he 
may wish to make at this time. 

I am very pleasedto introduce to you, Mr. A.M. 
Greenaway. 

MR. GREENAWAY: Thank you, Mr. Chairman. 

I wonder if I might be permitted to take off 
my coat? 


¢’ I will take your coat,sir. 


MR, GREENAWAY: Thank you. It will lend 
a little touch of respectability. 

(Laughter. ) 

Mr, Chairman, gentlemen: TI am very sorry that 
I didn't have more notice of this. I would have liked to, 


and hoped that' I would be given the privilege of present- 


ing you with a brief before the matter is 
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from a mortgage broker's viewpoint. I have, for the 
past -- I aia poane on my forty-fourth year in which I 
have done nothing except be a genuine mortgage broker 
all that period of time. Naturally, with that background, 
I have run into every eontéeivablé sort of situation that 
you could imagine. - have, in the past, attempted to 
form an RbbockatiGheer mortgage brokers, but we were 
unsuccessful. Many years ago, I realized that an 
association was essential, but there were not enough 
mortgage brokers in the business who were genuine mortgage 
prokers and they didn't have the actual necessity at 
that time. | 

As the years went by, it became much more and 
more apparent that we should have an association, so, 
a@ second attempt failed. But, the third time, the third 
time at bat we were successful. And due to the fact, 
and I think entirely due, to the newspaper articles which 
Mr, Pierre Burton ran in the Toronto Daily Stare whteh 
were -- I will admit that a few of us instigated these 
articles, because we felt that unless we could get 
publicity on the general situation, we were not going to 
get very far, and fortunately, our efforts to prove to 
Mr. Burton that we had something that he could write 
properly about were successful, and I think you all 
remember that, from then on, the furor that was 
created and the interest created enabled us to solidify 
our rights and form the association and the public 


became very much aware that there were two different 


kinds of people in the mortgage brokerage business. 
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The kind that had some ethics and the kind that didn't 
have any. The ones that didn't have any are the ones 
that we hoped to either chase out of the business, or 
bring them around to see the daylight. 

Now, from that time on, you know what the 
government did, and I am speaking this morning . 

MR, REILLY: I would like to review that part 
of the will, Mr. Chairman. 

MR. GREENAWAY: I am speaking purely this 
morning from my personal standpoint. I understand that 
I was invited ov as an individual; not as an represent- 
ative of the sie ian Mortgage Brokers! Association. On 
behalf of the Asscclation, I nena like to state this -- 
we would appreciate and hoped to put ina brief from, the 
Association's standpoint, but also, we have our problems 
| right now. Thisis’ summer holiday time, and everybody 
in this business that. knows anything about it is 
particularly busy. I don't know when anybody else gets. 
any time to do any, because I don't seem to have any 
other than chase business and do the business you have to 
do. But, we have a general manager -- the Association 
keeps a permanent office with a general manager, and 
we have been fortunate in finding a jewel among people 
who took an interest in this Association, The person: - 
is Albert v. Orr, who is a retired bank man, and we 
selected oe from a number of applicants for this position 
and we found that Mr. Orr was so interested in what 
we were trying to do, that he has just become priceless 


as far as we are concerned. He is more interested in the 


Association now than some of the members are, if that is 
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possible. He had a heart attack recently, and we would 
have been able to have a brief on behalf of the Associatio 
ready, had it not been for that. But, with a little bit 
more time -- I understand that you are going to have 

more meetings -- we can have a very good brief. 

Now, when wo Fens Ie made the legislation 
registering mortgage brokers, it was a wonderful stride 
forward in this business. It got people pegged, and 
it brought into daylight those who were in the business. 
A lot of people had been occupying their full time with 
this business who wererot ash aed of what they were doing, 
but there were an awful lot who were working under cover, 
and they were the ones that didn't like to see this 
registration go through at all. They don't want any 
restrictions on their operations in any way, shape or 
form. 

In the second mortgage business, naturally, you 
cannot be running into costs of money which are greater 
than first mortgage money. It is only natural. But, 

I have never been able to make myself believe that anyone 
who loans money at 12 per cent on a second mortgage is 
taking an unfair advantage of anybody. Anyone who lends 
money an a second mortgage and charges five points higher 
than the first mortgage as people do, in no way, shape 

or form can I be led to believe that he is charging 
excessive interest rates. The second mortgage business 
has numerous hazards, naturally, because of its position. 
“A man lending money on a second mortgage either has to 
depend on the broker, otherwise he -- if he doesn't -- 


if he isn't knowledgeable and hasn't got a very good 
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knowledge of real estate and the general situation which 
exists throughout the Province, he is going to be ina 
very difficult spot. And, that is why a number of brokers, 
quite a number of brokers have built up @ good reputation 
and have a large clientele of investors who loan their 
money to the brokers. They realize that the broker is 

in a position to, or should pe in a position to, if he 

is an honest broker to know a great deal more about how 
his money should be invested than the individual himself. 
This is true. So, I know that in my business, we have had 
literally speaking hundred of clients over the years who, 
more or less accept whatever my judgment is in these 
matters without hesitation. There are some who we like 
to -= they have enough knowledge, and we like them 

to know exactly what we suggest to do with the money, 

go and look at something if it is available. 

You have the different types. You have those 
who place their money unrestrictedly in your hands to 
loan properly for them, and others who you ask if you 
|} want to see certain places that are ready for investment. 
| The people want money and sometimes meet the people 
themselves. 

Both of these in this type of operation works 
out very successfully, and, in many cases, the brokers 
actually do the collecting on these loans. Now we, 
in our office, we have quite a large collection business 
where we: service the loans completely. We not only 
make the loans; we service them and look after them and 
they are constantly ina state of flux 


There are loans being made and loans being paid off. That 
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is the same as an institution, only we are operating on 
a much smaller basis. 

In my experience, I have run into many, 
many transactions where it just galls you beyond belief 
to realize that people are allowed to take advantage of 
ignorant decent people -- hard workers who necessarily 
have to borrow money, and I know of no better way of 
borrowing money than borrowing it on your house. 


! 


If your house has a first mortgages or even. a small 
second mortgage on Lengua you need money badly, you go to 
the bank, and a man may be a workman. No matter how 

good his reputation is, the bank, at aipiepenk times 
doesn't want to lend him any money. Many many times you 
can go Somhecnn tie and the person whe used to be able to 
borrowcmoney finds that the door is closed and ihe «© 

goes to other sources. That forces him into the hands 

of so-called finance companies -- these small companies 
operating under the Small Loans Act. 

I may be wrong, and I am subject to correction 
on this, but it never was my opinim that the Small Loans 
Act was meant to interfere or to cover small first 
mortgage, either small second mortgages or first mortgages 
I have always thought that that Small Loans Act was 
stricly for consumer finance. 

Now, it is true that consumer finance can 
probably include mortgages, but, I think most brokers' 
éptuten is sii comsumer finance is finance strictly 


applicable to commercial properties; not to 


properties in the nature of lands and buildings, but 


to articles -- everything from automobiles down that the 
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storekeeper or the consumer purchases and that can be 
worn out and so forth. 

The fact that the Act -- these people in the 
consumer finance business have been -- I can find no 
continuity , no manner at all in which they are trying to 
conform to a specific rate of intérest for their money. 
They seem to confuse the issue, the borrower, or the 
man to whomthey are extending credit has no way of knowing 
what ce akivey is costing. Whereas with a second mortgage 
in most cases, the interest rate is specific. Some 
bonuses are sometimes charged, but bonuses should not 
be charged where the interest is rare to be l2 per cent 
Orvli or £6 poy cent, occasionally, But, sbonuses are 
usua lly applicable where a@ man dat ee want the interest 
to show at a rate of 10 or 11 or 12 per cent. They like 
like it to show at seven, There is no harm that I can 
see in conforming to the desires of a man who is borrow- 
ing money for five years, or probably a five-year extentio 
on the first mortgage -- on the second mortgage; renewal 
privilege -- he may want to sell that house, and so he 
is using some of his equity at the present moment. He 
borrows to get sone of that equity back. He probably 
wants to buy a new house, and he wants the cash ahead 
of time. He may want to buy his wife a mink coat, 

Any purpose at all; whether it is for a sensible reason, or 
.@ reason we might: noti think .it was eunanicra 

He asks if he can — his interest rate shown 
at seven per:cent. Now, this is a common practice, where 
people say ¢értainly,, I have, on,many occasions, dore 


this. I would rather see the interest at a straight 
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specific rate. It is easier for everybody. But, when 
aman wants it that way, there is no harm in doing it. 
Some lenders used to have the idea that by giving the 
bonus so that it made up the equivalent return they wanted, 
this bonus was non-taxable. And, of course, this is 
a Situation where any solicitor will tell you he is not 
sure peekuse in somebody's opinion it is non-taxable, 
and in the other person's opinion it is taxable. So, 
who is right? You have to wait until the government 
catehes up witnkeou, and then you have to fight the 
Income Tax Department to find out who is correct. So, 
it is six of one and a half a dozen of the other. 

Meanwhile, this bonus pusiness can be“carried 
to an extreme whereby a lot of illegitimate or 
unconscionable brokers will tell the borrower that there 
is a bonus attached to the mortgage, and every person 
borrowing money -- if-you ‘tell them there isa bétius, 
he is quite right in his belief that the bonus is being 
cheeeed by the lender. That should be the case, and 
always there should be no question about it. If there 
is a bonus attached to the loan, the bonus has to go to 
Lhe dender 

But, in many cases, it ends up in the broker's 
pocket. Now, oe a highly reprehensible way of 
doing business. It should definitely be eliminated. Many 
a lender that I have found who has been dealing with 
| different peoplenan the past, and he didn't know that 
there was a bonus attached to the loan. He was getting 
his 12 per cent interest, or his 10 per cent interest, 


or 11. And the mortgage called for that, but there was a 


4 
a7 
“ats 63 BK’ — q 
Oo; ' pi = 7 , 
. + m 
seiw .tva .ybodyrevs tot neenaae at I .sdst obt.tooge 


Le 
.3I antob at ored on at stedd .yewedsns of adasw asi & me | 


eit gaivis yd dat sebi ond eved ot boay arabael ae ® 


L. 


at ahd .9emeoo to .baA .sidsxsid-non esw aunod ae, 
son et sd woy [ied [ftw xottoltloa wis ovedw nottsudta £ |8 


wofdexstanon at tr aoiniqo atybodemoe at seusosd one | is 


| potmaw yodd nates snsfevivpe edt qu ebem dibahedt oe.aunod | 


a 


OG oidexst at ti notatqo a'noareg tedvo odd at pas 18 
| 

tnemizevos oft Ibias Jisw ov svse mae Fidgtx al ortw | 

I, 

eft ddgtt ot svsed voy aedd bas .woy dtiw qu asiotso | 


.02 ,tosrros al ofw duo Batt ot tnomdrsqed xe? euoont [tk 


.redito Sas to mesob s tisd 8 bas emo to xia atadt| jr 


Lg q 


Hseigrss ed ms59 geansiee annod eid? ,sltawiseM 


\) 


1. 
- | 
qo stamtdizelit to tol s ydetedw smextxe ns.od |i 

sroedd tsdt asworrod edd [fot Iftw areadord cidenotonncoasift | 
| moeteq yreve bas ,.egssttom sdtvot hedosids aunod 8 at bat 


auned s ei erent mend ffed noy If =- yoenom gatwortod |% 


‘ | 
anted at aynod odd tsadd totisd etd mt togta o¢tup et ot 18. 


q . a 
pas. .98680 edt ed bivera dsAT. irebmol ocd yd bested yet at 


| 
erodtd tI iti duods nottasyp on od bivona oredd SUaRi a all 


s 
| od og o¢ asd eayrmod edt .msof say od bedostds aynod a © ry | a 
‘ _ .asbmel edd /SS 

| ' 

a'ysvord eft at qu abno ti ,.eeaso yosm at .oud © pay was 


| 
I 
} 


Jo ysw eldtansroager, Yldgid s at atdd .wol  .doxoog js 
| yaeM .betsnimils ed yLotintteb bivyora tI .eacntaud a S 
7) dtiw antiseb sased esd ofw bavo? svsd I dedt meeletici 


ted? wonnN J'nabib so bas dasq, edt at.efqosg dnote? 


js aren asw oH snsol sit ot heriosd#s:aunod 6 eaw 76 al 


ot9% a neon ated al 4 


—_ 


4 


INSP 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 259 


; 1 bonus, and that bonus should have by law, should have 

2|| gone inito his ie anit He didn't get it -- he didn't 
ask for 16. But, the broker charged it. 

Now, it is easy to see that if a broker is 
putting bonuses >oinv his own pocket over and on top of 
his legitimate fees, that he making an ungodly amount 
of money, and people tike myself and other brokers who 
hem ie follow those»practices, they get very much perturbed 
over this situation, because one exposure of a situation 
like this blackens the name of everybody else in the 
business. “ands this. is what has been happening.in the 
past. But, this, givingnthebActceredit so far in the 
way it is being handled, iteis diminishing. But there 
are always the few that have to be hit on the head with 
a club before they will understand that they must conform 
to new regulations, There is always somebody, no matter 
what Act. you have, or how much money you can make 
legitimately, he has a great delight in taking the 
so-called crooked deal or slippery deal and making 
money that way. They will pass, up bona fide business 
in order to set a volume of business on a decent scale. 
There is a lot of people who have a great delight in 
putting one transaction seat earn they can, with 
their slippery methods, or underhanded methods, make 
three, four, five or ten times the amount of money that 
the legitimate man will make. This is natural. I guess 
it applies in nearly every business. 

However, one of the best ways now, in the 
mortgage business, we sifu aibinisha a great number 


of cases where we are putting on a -- in searching the 
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title, we find thatcthere is already a second mortgage on 

Which you are paying off.:: Perfectly: proper, the thing 
is matured and the man has to get another one if he can't 
consolidate his present first. and eee into one new 
one, He has to go out and borrow another second mortgage, 
@.loan. The tendency lately, in the last five years, or 
particularly the last three years -- the tendency lately 
has been for most brokers to frown on investing plans 
that want to make the so-called short-term second mortgage } 
loan. A lot of people, particularly if they are on in 
years, and remember this gentlemen, that the young man 
never has any money, it is always the elderly people who 
have the funds. And, as they get older, they don't want 
their money a be tied up in the mortgage for too: long 
@ period, because it is going to complicate their 
estate. So, there were a lot.of, people in.my experience 
ae to say "Well, let me take it for three years 
instead of five years", and on many an occasion I said 
"No.", and the person was adamant, so I said,. "Well, I 
am sorry, but I will have to get this.man the: moneycsomewhere 
else." I felt that it wasn't in his interest to take 
it. for, three years, and I knew I could get it for five 
from somebody else. 

| The easiest way would be to take it for three 

years, sell the idea toc...’ the = borrower and make them 
turn around. at the end of three years and he has to go 
and reborrowcin order to pay the thing off, providing 
the man doesn't bother to extend it. Now, that works both 
ways. Not only does the borrower sometimes do this for 


the simple reason that he figures that at the end of three 
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over, and maybe he can get an extra premium for an 
extention. That type Be porrower is not a good type of 
porrower for the broker, except for the fact that the 
type of broker that has that type of client, the more -- 
the faster the money turns over, naturally the more fees 
the broker makes. But, it is not good business for the 
borrower. So, the tendency has been, certainly in our 
office, we have been extending the term,’ and have now 
successfully gotten many, omanyrof' our:clients to give the 
man a five year renewal.on a wate aiptt pane so that 
he is not forced to gov to the market and reborrow to 
pay off a loan that, provided it has been kept up, is 
not in arrears, we will let him have the privilege of a 
renewal at the same rate, or at any different rate that 
may be prevailing at the time; BGpenGien, upon how the 
privileges are given. This is an advantage, and it is 
becoming more and more evident that the public are aware 
that they can get money for ten years now instead of 
five, so they are going to the people who offer them 

a ten-year second mortgage. If you are talking a five- 
year loan, they will come in any say "Well, what about 

a renewal?", And it is becoming, in my opinion, quite 
evident that within a short time, you will find that 
nearly all the investors will be glad to give a person 
a five-year renewal on a second mortgage. Now, these 
are things that a lot of these short-term artists don't 
like, because the money is gone and they can't loan it 
over again, so they don't a fee on it again; but these 


are the opportunists that we can do without. 
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When we find that we are paying off a second 


case find a third mortgage or a fourth mortgage registered. 
And, these finance companies that eas registered under 

| the Small Loans Act -- they have got a third and a fourth, 
and I have actually seen a fifth mortgage on property. 
These finance companies with mortgages on one property, 
Subject to the existing first and second mortgage in the 
normal way. In all eases, practically every case that 

we have investigated, and there have been hundreds of them 
-- the borrower didn't know that this second, this third, 
fourth or fifth mortgage was on there, and I am really 
convinced that they didn't know, Because they were 
absolutely astounded, both the man and his wife si most 
cases when they find that there is a land mortgage 
registered against een Sian They remember signing 
papers where, sure, they signed @ document,..but , 

nobody can tell you what they signed. They have not 

the as Wie ces eteen of what they signed. They 
never had any copies. of documents. They know they 

Signed the chattel mortgage; they knew they signed a note. 
Now, there are two things, and then they end up, we 
findithere is et or fourth mortgage registered 
against the property itself. 

Well, surely the Small Loans Act was never 
intended that companies licensed under the Small Loans 
Act to lend SER pearing that take security were 
supposed to take the equity of a man's property at the 
same time. I contend that the Small Loans Act never 


had that -- it was never that idea. But, nevertheless, 
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they're using it every chance they get. If they think that 
the loan is at all -- maybe thin; -- that the equity, that 
the security isn't good enough, they will invariably 


take a collateral mortgage. And, it isn't always 


| collateral either if there is a regular mortgage on the 


place. Now they have a note, they have a chattel mortgage 
and they have a land mortgage, all of which are 
independent of each other; although they are intended to 
serve the same purpose, and: that sometimes they are 
actually stated that itis collateral to the note, and 
collateral to the chattel mortgage. But, these things 
cause the borrower a lot of additional costs. They have 
to be postponed, then they turn around and they say 
"No, we want our money", so they force the money back 
ahead of maturity because they have got this nuisance 
value in there on the property. This is something that 
is serious, because it has caused many a person a lot 
ctf ecinc thts costs, and we have found that the finance 
companies that have these third and fourth mortgages which 
were actually collateral to the note and the chattel | 
mortgage -- they take the position, that, all right, 
we have got the fellow over a barrel. Now, here's a 
chance to ma kis bite pay off. And, in many cases when 
they go to pay oe things off, they weren't offered 
any rebate on the interest that had been piled up ahead 
of time. 

This is something that we are fighting constantl 
and beginning to have much better luck with, because these: 
finance companies, rather than have any publicity, are 


beginning to rebate some of the costs if you are paying a 
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loan off ahead of time. In many many cases they have 
insisted on complete, full ieee and then if you find 
out that for the length of time that the money was out 
thetncheo actihadoebstecbo tithes boxmemer> wast fantasties -b 
30, 40 per cent seat 

These situations are -- I have found, and I 
say this without fear of contradiction -- that every 
borrower that has ever been in my office has had, without 
exception, been told the exact interest rate he is going 
to pay. He is told the exact costs he.is going to pay. 
And, in my lifetime, I have never had anybody object to 
my proposition. I must admit that they don't always 
accept it, but they are free’ to go out and find Someone 
who will do it cheaper. 

Now cael is the point. « difva man ‘is: told 
before he is going to make a deal what he is faced with, 
| there isn't any question in my mind at all, gentlemen, 
tecly te this position is taken; there isn't any borrower, 
no matter how stupid he is, that when he is confronted 
with some figures pit the ie cas etal @ this much; the 
costs are this much, iItiitseavvery simple matter to 
relate the two of them into ‘what bites: costing him in 
reality for the term. And these things can be done by 
a schedule -- you can get a schedule on anything these 
days -- they shove them through the I.B.M. machines and 
you can have anything you want. They are very simple, 
and they are accurate. 

Now, the man knows that he is paying 18 per 
cent, 15 per cent, 24 per cent -- I don't care if he is 


just a man who is whelding a shovel on the street, he know 


eS 
ee 


abo Mf emgo d'nob I+- tneo tsq Ho sanbiataaasodit 
: . _- / : el fp 


7. 3 


— 


7 . 7 


a rn a 

- 7 7 4 

7 7 ; 7 
Ue ys ne 
\QT4 .OD #2 S2UOHBHOTe .2UD! 

43S OURATHO OTMOROT 


- 
ia 
an. 


ae 
9ovsi yedd eceaso Yasm yusm al --o9mtt to bssris tio asol i! 


“bait voy U aerld das tnomysg Liv? .etelqmoo mo bedatant |S 
| tuO asw-yonom edd tedd omit to ridanel odd rot tedt t0 | 3 
-~ oltesiasi asw towomrod add o¢ teoo Lautos ont sadd |S 
aanhe tions dneo toq 08 .0& eB 

LI bas .bavolt svsd I -= ots anolisutia saedT bonte Be 
yYreve dgedd +--+ moitotbsiinos to mot tuodtiw aldd se | 
Jvodtéiw .bsd asd softio ym af nesd teve esd ¢sds aoworrod | 
gatog al sad weet tasisint gosxs sd¢ blot aesd motsquane | 
.ysq o¢ gaiog af.ond atesoo gvosxs sdt  blod at eH  lysg of | 
ot toetdo ybodyis bad weven sved I ,omisaiti qwrat . baa r 
eyswis t' nob vers gad? srebatdauk 5 dininth encom 
snosmoa batt bas duo og ot serl ers yodt dud «di tqsoon |€ 
.reqsedo gi ob [ftw ont | 

blot ci nem 6 IL .dmtoq edd ai lakdt «won saute | 

itiw beost al od tsdw {seb 6 oalgam ot gatog al. on onvtea s 
Mmomelinss .[[s ts balm ya ak mofttseup yas t'net sasdt iy 
<Towortod yas d'daat sored gansdat ei mottkaog atdt tf ¢sadt | 3 
betmorinoos ef om nodw tsdt .at on bAqute wor vtottant on he 
ertd wdoum afdd ef teaowetnt odd — seemgit omoa Aviw | 
od astism olqmté yrevvssahetii .doum aids eas ataoo | 

ot miLri antisoo eh dt dedw odnt medd ‘to ows ond stsilon | 
yd emeb sd aso aanind gaedd DiA .arred odd tot ythisesr | 
saent gaiidtyas mo olvybedoe & tey mso voy == eluborloe s | 
bas asnidosm .M,d.1 edd dgwordd medd svona yadd -- aysb 
.siqmta etiev s1s ysdT .édnsw voy ee 
. \ssters908s eis yods bis ve | 

tog 8I gntysq at ed tsdt awonmd nam edt .wow ore | as 


- 


: = 
‘Mi 
iaaiiedd 

5 


ee > a, @ i vy ie , ” _ ee 
- . PP - : 


 Sawe 
es Of 


edt ¢ 


wr | 


ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO : 265 


“we M chs 


1 


2 
3 


2 
30 


what a dollar bill is worth. He knows that so many dollar 
on a hundred means so much: interest, and he goes back to 
his home and he discusses this with his wife or (says : 
so and so: Iccould get this money, but it is going to 
cost us 18 per cent. va 

He went around the block, and somebodycéise's 
price is 16-1/2; somebody else's price is 15. The prudent 
man is going)to turn around Ree dovbusiness with the 
one “oe e5 gbving him the best deal. He is not going to 


step in there are take the first loan that is offered to 


him if he knows that he has the right to go out and shop 


around for a better deal. There is no use in arguing the 
fact that a man shouldn't pay more than a certain price 
for money. There are cases - many, many cases where 
it is ee athe proper for a man to pay high rates of 
interest to get money that he wants, depending on what 
he wants it for -- aeteeapiatliace dboiaaetteat his need for the 
money is; what created the needs; what's he sen 3 to gain 
by getting this money. I have always felt that it wasn't 
right to legislate what itis may ask for his money, as 
long as the person that is emesnrr nt the money has the 
right to go and do better. He can shop around and get a 
better rate. 

I have unlimited instances of peopde who pay 
-- on a first-class mortgage security -- have paid not 
only 12 per cent; they have paid 15, 18, 24 per cent. 
I can cite you cases: of people that a paid 30 per cent 
and more for: interest, — with their eyes wide open , 
knowing exactly what it is going to cost them. But, they 


weigh the advantages of having the money which they haven't 
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got themselves. Their credit is stretehgd as far as it 
can go, and they still want to grab--they still want to 
extend their activities; maybe they are in a position wher 
they can see where nobody else can. They realize they 
must cover up, they have got tovhave some money. And, 
they go out and, pay what would appear to this Committee 
to be fantastic bepsnent rates for such money. But, it 
is being done every day in business, big business. 
Now little business is the same way, some of these men 
are -- some of these borrowers are faced with -- remember 
this: that the borrower who gets a writ or a letter 
that frightens the life out of him, a lot of these people 
are ignorant. They feel that even to go in and ask 
a lawyer for an opinion is going to cost them some money, 
and they would father -- everywhere they go -- they go 
to the banker, the banker won't lebuthemihave any money, 
so what's the good of taking the banker's advice if he 
won't give them any money, 

They go to a lawyer -- they go to someone who 
doesn't handle care he can't do anything for them. 
The lawyer’sS business is divided the same as anyone else's 
business. There are lawyers in this country,:.in this 
City who never go into to do anything but court work. 
Mr. Sedgwick can give you the details. There are dawyers 
that wouldn't know how to draw up.a mortgage. Mr. Sedgwick, 
am I right? 

MR. SEDGWICK: I would say not many in Toronto. 

MR. GREENAWAY: And, it is amazing that there 
are specialists of all types in every business, and the 


law business is divided into specialties. A great number 
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of the lawyers have found that it is very remunerative 
to be in the mortgage business. 

Let us not overlook the fact, gentlemen, that 
it isn't only mortgage brokers that have been criticized 
imthe past. The mortgage eeeKeHE themselves can criticize 
the lawyer, because we run into these cases all the time, 
where giving a peieen a loan, they produce the details 
of the previous transaction -- the one that took place 
ten years BeOt The have got the documents, and you find 
out, bY aa analyzing the situation that it isn't only some 
of the mortgage brokers who are really greedy. ~Some of 
the lawyers have been just as greedy, if not worse, and 
they have the ataReNBe’ Byer the mortgage brokers, in that 
they know the ian thoroughly -- they have unlimited 
opportunities of not treating the people properly if 
they wish to carry out their business that way. 

Let's face it, there are bad actors in every 
line* of business. wees are the things we: are trying to 
eure. But, I maintain that if a borrower knows what the 
money is soREtHe him, I have never in my experience known 
aman who really objected. He says "Well, I think I 
can do a little better." Well, that's fine. This is 
the best I can'do. Now a broker is a fool if’ he doesn't 
realize that he is acting in’a’ dual capacity. “He is 
acting for the man with the money, and he is acting for 
the man that wants the money. 

Now, a good broker is going to get the borrower 
the best deal he can, and also he will realize, as I came 


to realize many years ago that £-Echad. some clients a 


long time ago that were very greedy -- or became very 
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greedy, because they had been doing business with me, 

and I was giving them say 12 per cent interest on second 
mortgages.and the current going rate on first. 

But, so many private people think that, well, maybe they 
“stipaibd have a littde bit more, so if the trust company's 
rate is seven per cent, opnsgven and a half -- but they 
usually give something for that, and that is, they will 
give the privileges that the institutions wouldn't give 
for prepayment. And, the borrower will always -- and I 
say this with very little fear of Rentrextdlotie tele that 
the average “borrower would rather pay a half point more, 
or a point more; particularly the foreign ehement; the 
newcomers to this country. They would far rather pay 
one point more interest as long as the doorris wide open 
for them to pay that money back in a hurry. They will 
pay more than that. I have had people offer me 10 per cen 
interest on first mortgages, as long as they could have 
an open mortgage. 

Now,;.therecare people, institutions won't 
give these privileges, and they wouldn't bargain. The 
decent company wouldn't pargain anyway. if the loan isn't 
good enough to take at the regular rate, they are not 
going to take it because you offer them a half point more 
or a point more. The odd one will do these things. 

Once again, you come to the same situation that 
exists in the lending institutions. We have certain 
types of institutions that don't follows [ersane- mettises: 
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You hav the same methods of procedure 
that the others do. You have the same classifications 
in that phase of the business as we have. You have 
the institution that is very peptbesane proud of 
their reputation and that institution is proud of 
the fact that they are making more.money than anyone else 
is; 
but they are taking the people, they haven't got one --- 
they have got a price for you and they have got a price 
for me and they have got a price for somebody else. 
It depends on who is making an appeal. Unfortunately, - - 


there is not, by and large, the bulk of them are 


standard and they have an association loan --- they 
try to keep things on a reasonable plane --- that 
is exactly what our association is trying to do --- tryin 


to (i bring’ a way to avoid chaos, trying to get this 
fellow that won't see daylight eae cinerea him into the 
fold and make him behave or let's get rid of him 
altogether. Let the Government come in. We are 


going to do our best to help them, but this is a 


situation where people who have money ---- get up on 
that point there --- we are speaking about the 
difference in the interest rate. Well, the --- you 


say, well, why should a man pay 10% for first 
mortgage money. He is glad to pay it, because he 
knows he can pay it backemuch faster than the people 
who normally want to pay it back. Therefore, the 
time he is going to pay that eight or nine or ten 


percent over and above the 7% plan is going to 


be very short, and he is saving money by having a 
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higher interest rate and) getting rid of the debt that 
much quicker. Mind you, those people are in the 
minority, but they exist and this has been quite a 
problem, because they just won't BOSH money unless 
they have the right to orepay and we are constantly 
arguing with investors who give these privileges and 
thereby --- in fact we have been so successful, and 

I speak of myself and other fellows that have the 

same mental attitude as I have toward these things, 

we get together and compare notes and we are 

striving for the same and we have had quite an ‘influence 
With our private investors°by getting themoto-givecpeople 
privileges. They get more ways and means of getting 
an offer for--- on a loan which is more favourable than 
a trust company offers, because you get these 


privileges to the borrower. Now, it is getting to the 


hese 


point where the trust companies or: lending irs titutions,are 


instead of being inflexible as they were in they years 
gone by, they are now becoming much more flexible, and 


they are beginning to give privileges to the 


borrowers. They alwaysoshould:have; because I).claim the man 


who wants to borrow:-money, nobody should tie him up 


for ansindefinite period or a long period of time and 


24force him to pay that interest rate if he can avdid'it. 


25 


26 


27 


28 


29, 


30 


Now, even though there were ioffered premiums lot 

of people wouldn't take it. They insisted on making 
straight. loans over the entire life until the 
contract was ended, but I think those days are gone” 
The lender has) got to s+ inmvorder; toe 8 > 


compete with the more agressive lender '-- change his tune 
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and they’are doing tt. 1 can go to any 
number of institutions today and get --- I can sit 
down and discuss a loan and I can get a lot of 
privileges if they realize that they are not going to 
get the business unless they try and meet what we want 
them to have to try and meet. 
Now, an investor! a broker who has a client 
-- the broker who has a client who is 
niet kath that broker makes the mistake of acceding 
corialke client's oye for a higher interest rate, 
which he could very easily das red eaae brokers, by. 
and large, are good salesmen --- let's fact it. 
and, ::0r, they should be, or they wouldn't be in the 
business. Now, it is very easy to talk a borrower 
into a deal that is going to give one or two points 
or maybe more to the lender, and if you have a lender 
that says "I want 15% for my money, second mortgage", 
and you want to take the easy way owt, you can get 
people, bona fide, 
2: Who qacome: -in, o, and if they want to borrow money, 
say, Look, do we have it this neti tigre ate we have to pay 
15% --- let's settle it right now". You would be 
surprised how many tines tthey: will do that. Now, the 
minute you give:a lender that extra three pér cent 
the next deal he wants the same --- only he wants a 
little better. He pt dttine1ay is pushing you and pushing 
you further and further up the ladder. Now, this is 
bad business and the minute they have attempted to do 
that, we just simply draw the line and cut them off, 


and say go and get your business as a money lender 
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somewhere else, because we are not going to do it. 
2 As Sten as you stop that line of lending,you 
3) \are: at the mercy of the lender, and that's a bad 
4 thing for a broker to be in, because you have got to 
5] be able to —--_ 
‘6 You should be able to give the borrower the fairest 
” deal you can get him, and there isn't a broker worth 
g| his salt that who hasn't got any number of clients who 
g| are reasonable and fair and there ies some whose only 
| 10| type of client they have got, ais the avaricious type 
41 and that is why these deals cause all the trouble —- that come 
12| to light now and then. It is done by a small group 
13|| the same as in the legal profession. It is a small 
14], Sroup that creates this situation. They don't want 
15| to see things changed, because it is a very lucrative 
16|| Place to be in, to be able to put all these big 
17| fancy fees in their pocket. Now, I think without 
1g|| exaggeration and without ques tir, 
4 ithe one’. thing tris Commi thee must keep in mind --- I hope 


you don't think I am trying to tell you how to run your 
business --- but disclosure to the borrower will 
eliminate, I think, the greatest problem we have got 

in this province, and I don't think it is going to 

hurt anybody to have disclosure. Why would a man who 
is lending money be afraid to let the borrower know 
what it is costing? The only reason they are afraid 
to let him know is you are ashamed of what you are 
taking from him, and therefore you don't want to be 
labelled a Scrooge or a Shylock and so on, and so you 


do it under the table, but any person worth his salt 
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I have -neversbeéhAshamed of any deal I have ever given 
anybody, because it is worth it. 


and in many instances any time a broker has to ---- 


Remember this: There-saejust as much time and expense 
involved in a man a loan of $1,500.00 or $2,000.00 as 
to give him $200,000.00, sometimes a great deal more. 
And after all, a broker has only got two things 

to sell, in my opinion. His knowledge and his time 

or his ability to raise money, and he acquires that 
over a long period of time. You don't learn it by 
going to school, let me tell you. You don't acquire 
clients by letting them know you are:-in business. You 
acquire clients by having them trust you and depend on 
you, and it takes a good many years to build up a good 
clientele. I certainly am not going to have it 
ruined by giving a terrible deal to somebody and have 
it come to light and you soon lose all your clients, 
but there are people who this particular type of 
lender has to do business with a certain particular 
type of broker who does business witha certain 
particular type of borrower which is the fellow whose 
tongue is hanging out, and they have got to take 

to these places, because decent firms won't do 
business with them. First of all, his security 
MAY. 3 > not be just the right type. Secondly, the 
amount they want is too heavy if the inokent or lender 
starts. . to overlook the equity position in his loan, 


why he soon ends up with the short end of the stick, 


and he would be in more trouble than he Knows how to handle and 
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he will get out of the second mortgage business very 
fast. But the abeadtmase broker is not afraid of 
disclosure. I can assure you that I would like to see 
it, and there is no --- now, it is a simple matter. 

I just brought along, for instance, a table and to 

show you how easy this procedure is, I will say that 
the cost as far as fees are concerned,if Simpsons,.or Eatons- 
reason for charging more profit for the same article, 
the public is going to go to the one that is charging 
the smallest profit, provided the quality is the same. 
The same thing applies to this business. If you have 

a broker who is ¢Harging too high fees, but his 

money is the same, the public wtti gravitatecko. 

to the broker whose fees.are less. It is a very, very 
easy thing to ---- I wouldn't worry about the fee 

end of it. ‘If the:man is willing to pay the fee, he 
has got a deal if he hasn't been shopping, and if he 
shops around and Knows --- and many, many --- I am 
amazed atothe aumber of people of the public who phone Up. 
They, see. you a¥€amember of the Ontario Mortgage 
Brokers' Association. They are becoming very cognizant 
of the fact that we have an association. We are out 
for one thing. We are trying to suppress all this 
nonsense. We are trying to get ic regulations. We 
arei atrytng to edtsthe Government to back us up. We 
want the fellow who is a bad actor put out of business. 
We have no place in our organization for him, and I 
feel that that thing should apply everywhere --- that 


I think myself that there are too many lawyers who are 


in the business “e-not registered. That is one 
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1 recommendation in our brief that we will make, but 
9| there are a great number of these points that I have 


discussed today now, that I would like to spend just 


3 
4|| One more minute on this ' to show you the matter 
5 of easy it is to determine’ ---- to show an investor 


6| What he is going to get and to show a borrower what 


~y 


it is going to cost him for a loan. I have tables 

8 here that we have sdaie as for our business, and this 
9 Shows loans running from one year: and going up in 

10 half years up ‘otiaiiadetuee years. We very seldom have a 

11 Sccondemortgage of. loriger than twelve pean i.e4 this 
is a second mortgage table. Now, if a:mortgage is 

13| bearing a rate of 5%, 53, 6, 63, 7, 73 --- in that range. 

14|) In that range you will always find the interest rate 

15| On a mortgage. Suppose your man is going to -- if you 

16|| want to get a yield here of 12%, these tables are 

17|| based on giving the lender a yield of 12%, and the 

1g|| man h iacui ten tec $4,000.00 for five years at 7%.... 
this is on a mortgage --- you have just sold your. 

house --- and you have got a second mortgage back for 

$4,000.00 for five years at 7% interest. You come in 

and you want to sell that mortgage, and I want to 

buy it at a rate that will give my client exactly 

12% on his money. I just look up on this table and 

t find that the discount rate is .15625 and you will 

multiply that by the $4,000.00, and you have got your 

discount, and there it is. Then you take that 

discount and divide it into the five-year period --- 

that gives you your annual discount; add it to the 


7% interest and you will find it works out to 12% 
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right, on the button every time. MR, GREENAWAY: Pardon 
5 aia 


MR. REILLY: Would you repeat that, please. 

MR, oRELELY jy» Would you mind repeating that, 
Mr. Greenaway. | 

MR. GREENAWAY: Well, this table that we 
operate from is designed to show the *investor what he 
is going to get on his money as well as show the 
borrower what is going to pay for his money. And it 
covers the rate of interest running from 5% to 8%, 
and the duration of time fra one year and half years 
up to 12 te Now, in that range you will find it 
covers practically everything that makes a jutens 
mortgage up to 12%. Now, beyond this we do not go 
with second mortgage interest. We don't handle any 
seconds that are higher than 12% on paper. 

MR. MacDONALD: Right. 

MR. GREENAWAY: And so you can find out 
in a moment if a man wants to get --- if a man wants 
to sell me a mortgage and if I try to sell it to you, 
I point out to you, look, we want to -make a man a 12% 
loan that --- or if you are buying a mortgage at 7% 
interest rate, and it has five years to run. The 
discount is ---. the rate is 15625. You multiply that 
by the number eietuwendinas in the face value of the 
mortgage, and if it is $4,200.00, it would be 4.2, 
and your answer is the discount exactly, and that discount 
gives you exactly 12% along with the 7 that you are 
getting each year on your mortgage, plus the one-fifth 
of that annual OF three years on that five-year sisi fie ~-— 
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it by that, “and you will find that that gives you 
exactly 12% --- not any more and not any less. 
MR. iREILLY: ) Thel!l2%, though, i) actually 
is the bonus part, and 7% is {we wowie “di top of that? 
MR. GREENAWAY: That is correct. If you are --- 
MR, MacDONALD: Yes. Has it been your 
| practice up to now, for example, when you loan at 7%, 
that the effective rate is 12%, to let the borrower know 
that his effective rate is 12%? 
MR, GREENAWAY: Definitely it would be 12%. 
Definitely. In other words, we do very 
little of this. The only reason for having a table. 
like this is when you are buying mortgages and quite 
a number of people sell their homes and take back the 
second mortgage, they do. maybe it is five 
years and five to go, renewal privileges for 
five’. 
Well, after two or three years they find 
that something happens --- they have to wait for the five 
six, seven, eight years - money, let's get it now. 
Now, there is no guesswork if you follow it. We have 
got a real buyer, where we want it to yield our 
client 12%, at Ne just show the investor. We-say, look, 
12% is all there is. That is not bad, “Tt is 
as good as. they: expect to get. You work it out in 
front of them --- 
MR, MacDONALD: This is the way you have 
been operating, therefore, obviously, you have no 
objecticn we a full disclosure, which I presume --- 


MR. GREENAWAY: None whatever. In fact that 
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is why these are --- 

MR, MacDONALD: But the question I want to 
get to is this, though: If you have been operating in 
this way, then you would have no objection to it. 

MR. GREENAWAY: None whatever. 

MR. MacDONALD: But is there, not a: significant 


Petonjiof the trade which has not been disclosing 


and certainly in the first instance wouldn't be too 
happy with the proposition that they gotta Meorm their 
clients that the rate is’ 7, but the effective rate is 
12 or 15, 18? 

MR, GREENAWAY: Well, probably, 90% of. the 
people vo would object to it. 

| MR. MacDONALD: J; didn't; hear.that. 
MR, GREENAWAY: Probably 90% of the people 


would object to it, but those who don't object to it 


would like to see it happen, <@ndsours> 

Mortgage Brokers! Association certainly is in favour 
of it. A good number of people like myself --- and 
with the others who are'not in the Assoctation: would 


be glad to have it establishea full disclosure 


MR. MaeDONALD: But do I get you correctly --- 
do. you say that the Association and 10% of its 
members are in favour, but 90% are not? 

MR. GREENAWA¥: No, no. MRy:cMaoDONALD: . I 
say that I was considering that of the registered 
brokers in the province I think probably maybe I should -- 
&- Cie Three -quarters of them would 


rather have no disclosure. Now, when I say brokers, I am 
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I am including everybody who is in the mortgage business, 
because there bi a lot of people in the business who 
are not registered, but a lot of lawyers are a I 
consider them mortgage brokers. 99% of their 

business pertains to mortgages and | 

doing business with — ee brokers that are lending 
money --- they always do. laa a lot of these people, 

a lot of the lawyers won't like to see disclosure, 

and a lot of the brokers won't» like to see it. 

MR. WHITE: But this is what should happen. 
Disclosure, I would say you gentlemen would be --- 
disclose your busiress --- 

MR, GREENAWAY: And the fee business, if 
disclosure is made in a case the interest rate --- the 
man can shop around and they are shopping today as 
never before. They are beginning to learn that they 
can go to --and if they go to the mortgage broker in 
the Association, they will find pretty well that 
everyone is quoting the same rate, and if he isn't, why, 
they will call up somebody else in the business and 
as soon as you get the details briefly of what his 
story is, you automatically say, well, our rate will 
be 12% or 11% or 10% --- we are cutting our rates 
below 12% occasionally and not too often, but where 


the situation warrants it, we are cutting our rate more 


than 10%. 

Then, the next thing is this gimmick 
advertising ---- it is a curse to the business. It 
is the absolute curse to the business --- it leads 


the public to. believe they can get something that isn't 
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available and then they get the fast-buck operator 
when they get into his clutches, why. --- 
| MR. WHITE: 
and I have just a couple of quick questions I would like 
to --- 

Mr. Greenway is coming back 
again, but you go ahead if you like. 

MR. WHITE: _ ghana. aroker tautee: ip 
addition to the interest charge? 

MR. GREENAWAY: Definitely. 

MR. WHITE: And'is it a schedulétfea? 

MR. GREENAWAY: It is not a schedule''fee: as 
yet, but --- | 

MR. WHITE : Would you object to a schedule 
fee? 

MR. GREENAWAY: No. I personally wouldn't 
object to a schedulé fee, but it is going to be very 
difficult to --- I would --- but Ihave. no objection 
to a schedule of fees as a maximum, but as to a minimum 
I would say I would definitely have an objection, 
because every case almost is an individual case --- 
there is no such thing as duplication exactly. You 
may have a lot You see, once again, 
time. It is not easy to arrange some of these loans. 

MR. MacDONAID: Who pays the fee? 

MR. GREENAWAY: rile stn borrower. Not 
always --- occasionally you can get some fees from the 
lender, - which event, it helps you keep the fee 


to the borrower down. 


MR. MacDONALD: . What would it be on an 
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1| ordinary house mortgage? 
2 MR. GREENAWAY: On an ordinary house mortgage 
3 any financial institution, 1%. And there 
4 are some institutions that don't pay the broker any 
5 money. ray. ars cheap enough that they want to keep --- 
6| they want the business without paying for it, and we 
hope that in a short time our Association can convince 
all of these ones that are reluctant to pay 
it is in their interest to pay a commission to the 
broker. 
In which case you wouldn't 
charge the borrower --- 
MR, GREENAWAY: I think --- 
You wouldn't charge the 
borrower in that case? 
MR, GREENAWAY: Pardon me? 
Would you charge the borrower? 
MR. GREENAWAY: Yes. Your day when a 
broker can operate on 1% is long since gone. Forty years 
ago when I first went into this business --- 43 years 
ago --- we were getting 1%, ad of course 
1% for first mortgages.Thére“was practically 
no second mortgage business done in those days. 
Now, you said the bonus 
by law has to go to the lender. 
MR. GREENAWAY: Definitely it should. 
It should, but that is not 
the law of the land, is it? 
MR. GREENAWAY: If you --- If I tell you 


you are a borrower and I give you an offer of a mortgage, 
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and I say "Give me the cost of this loan," and I say 
to you that the terms are such-and-such --- legal fees, 
disbursements, valuation between commission and X 
number of dollars on top of which you will pay a bonus 
of $1,000.00. Now, the inference is that in 99 cases 
it says directly that the. borrower is --- the lender 
is charging a bonus. If you are the lender, or if 
the borrower knew that in addition to my fees I was 
putting a $1,000.00 bonus in my pocket, I don't care 
how desperate you were for money, Oni wollte consider 
that I should be locked up or I should be put in the 
stocks and pelted with rotten eggs and everything 
else and exposed as one of the biggest vultures in 
the world. This is what is going on. 

rt against the 
law for the borrower to --- 

MR, GREENAWAY: I'd say it is. It is --- 
unless I disclose to you that there is a bonus --- the 
lender. Definitely the man should get the bonus, but 
I think that the law would take that attitude. I don't 
know if it is against the law to that 
or not, but I don't “think there has ever been a case 
in court that I can Ahidkabe ls Wut definitely if I were 
to tell a borrower that there is a bonus attached to 
the loan.--- Now, if there is a bonus and cit is going 
in my pocket, it is just thiéving. . 

Well, if we go back to 
the case that Mr. Simone gave yesterday of something 


3*;800.00, and he in effect, persuaded them to 


give back a thousand. This man gave back a thousand, 
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because he knew that if it ever got into court, then 


he would be convicted. 
I don't think it is a question of doubt 


In fact, I can show you 
incidents, many, many incidents where I hve got 
documentation, documentary proof --- bonus to sthe 
mortgagee. Now, afteroall,what are you going to --- 
are you going to call a spade a spade. It iacoritten 
right there --- bonus to the mortgagee and the mortgagee 
never got the bonus. Now, if these cases were ever 
brought into court, there is only one answer to it. 

How does the mortgagee --- 

MR, GREENAWAY: He doesn't know. 

MR. LAWRENCE: ---let the broker get away 
with it. Doesn't he get a copy of the --- 

MR. GREENAWAY: No. The mortgagee doesn't 
get a copy of the mortgage. He hands his money over 
to the lawyer or broker, and is finished with it. He --- 

MR. LAWRENCE: Maybe the mortgagee should 
get a copy of the --- 

MR. GREENAWAY: Well, no mortgagee that I 
have ever heard of has handed his lawyer or any 
representative a cheque until he had written instructions 
what to do with it. It is all done verbally most of 
the time. You are taking the loan, all right, you --- 
would you send me in a cheque, Joe, and you get a cheque 
in the mail for $5,000.00 the next morning and you 


proceed to close the deal. 
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to guarantee the mortgages? 

MR. GREENAWAY: No. I never have felt that; 
and I don't think anybody in our Association feels 
that it is necessary to get a bill. We --- 

| Wouldn't that cure what 
you are just saying now? 

MR, GREENAWAY: No. I don't think it would 
make any difference in it at all. The mortgagee is 
getting his interest, and that is all he is concerned 
with, because he knows that the borrower is paying the 
commission,and the borrower is paying the legal fees, 
the disbursements --- 

This is a bonus? 

MR. GREENAWAY: Pardon? 

This is a bonus? 


MR. GREENAWAY: This is a bonus, it is a bonus, 


Elected to go to.the mortgagorf 
MR. GREENAWAY: It is a bonus and it is 
elected to go to the mortgagor, then --- 
And the mortgage contract 
is elected to the mortgagor --- that the mortgagee gets. 
MR. GREENAWAY: Yes, you get a bonus, yes. 
But the mortgagee doesn't 
get it. 
MR. GREENAWAY: That's right. 
--- itis pocketed! ‘byathe 


broker, and wouldn't this situation be cured where the 
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mortgagee got a copy of the statement? 
MR. GREENAWAY: No. I would rather see --- I 

see ait you mean and in order to cure that it would be 

I would say that is a bonus 
charged to the mortgagee for obtaining a bonus. It 
would be in order to ---'it would be in order to notify 
and have ner regulation where the mortgagee 
his bonus, he can hardly risk getting it, but -- 

as long as you get a bonus 


i 


You said that sobriety under 


MR, GREENAWAY: He could acknowledge the 
rights of the people who do the borrowing. 


Yes, but I mean this is 


even a borrower is interested 
in 


MR. GREENAWAY: Yes. 


who is stupid enough to sign --- get into a deal involving 
a bonus of 15%. If we are dealing with an unscrupulous 


broker who is going to pockét that bonus or 
what you have indicated 


How would the mortgagor 


MR. GREENAWAY: I think probably if they: 


issued a bonus charge, then I would say then under those 
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conditions. Look at the price where there is a bonus. 
Let us be specific --- 


bonus out in the open where there is not 


Make it specific whereby 


this is the bonus standard 


He is personally responsible, 
and then I would the lender and 


the borrower both agree on the 


One suggestion --- am I 
interrupting. here? 
No, no. 


I am not satisfied yet. 


The point has been made that 
that there be --- 
legislation, which system of checking and counterchecking 
should be expanded so that perhaps the system could 
be set up here to 
Now, if there is a bonus involved, or whether or not 
there is a bonus wcrabas why shouldn't 


and it, is nothing worth knowing --- 
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I guess the legislation has changed so radically 

I don't have a copy of it 
here ; 

In view of this situation 
we are talking about, there is the unscrupulous broker 


and the bonus. 


there were many copies sent down to the mortgagee in all 
cases, but if there is a bonus, who knows? Who is 
responsible? Who is paying those notes? 

MR. GREENAWAY: I think in the case of -+-- 
if there is a bonus that the mortgagee, I would say that 
the mortgagee should get these things. Let the owner 
send the broker and the solicitor. But if there 
is a bonusjcand it is intolerable 
then I think debt should be obviated. The mortgagee 
must get notification ---- he received the bonus, he 


bought -- 


easiest way for all concerned would be to 


Well now, I think 


with this bonus racket entirely. They would invest 
in another --- 

Well, actually the point I 
am making 

Why don't you pin this down. 
If now the lender has no knowledge that there dite a 


a bonus paid, if the unscrupulous broker goes to this 
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poor unwitting man or woman and says, "Now I need 
$1,000.00 for a bonus", and the man hands over the 
thousand, he just jams it down in his pocket along 
with his other fees. Now, ia toads probably won't 
know anything about it. 

That is quite true. 

MR. GREENAWAY: Now, I think perhaps what 
you are trying to get at now, and I think it rade de --- 
that there should be on that document some spelled- 
out --- 

MR. 

MR. GREENAWAY: --- wording which indicates 
that a bonus has been accepted and who got it. I think 
there should be a copy of those. Now, you ‘tell us 
that the poor borrower doesn't get that at all, 
does he? He can and away he 
goes. 

I think the case Mr. Simone 
was telling us about yesterday didn't even involve a 
bonus. It involved a case of a commission to the 
broker of $1,800.00. 

| MR. GREENAWAY: He probably had it 

represented as a part of that as bonus to the borrower. 

But if we get into the 
tariff situation where you, along with the legal 
profession run into real estate 

tariff or 

he couldn't tell there is a bonus --- he 
has to call it a bonus, rather he would 


to detect the official rate, I mean, he shouldn't call 
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on. 


it anything else but a bonus, but --- 


Mr, Chairman, could I 
comment along the lines of ---- surely this can be 
cleared up. The revised form of statement of mortgage 
in Clause 8 requires that each of things we have been 
talking about should be found out, the bonus on the 
mortgage, the brokerage fees or commission, inspection 
appraisal fees, legal fees and disbursements, and so 
on. Now, if a copy of that form were directed to 
the lender, then he is' apprised of all the transaction 
in toto and if the broker is engaged in some 
manipulation, presumably he has to put this extra 
payment he is gettingneither under the heading of 
brokerage fees or bonus, and if the lender could aay 
supposing he puts it under brokerage fees to avoid 
the suggestion that there is a bonus, then surely the 
lender when he first came to the broker would have 
already agreed on what the level of brokerage fee 
was going to be, I would think. 

Yes. 

Would he not? 

No. 

Well, when you are --- 

I would say that generally 
that --- when there is a bonus if the mortgagee 
bonus ---- in some manner or other the mortgagee did 
know that there was a bonus, and it should me on record, 

and he also is taking the bonus,but probably they 
will this bonus , and get my money 


into business places, because he is liable to get 
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caught and he is not reporting the bonuses in his 
income tax, he is in for some problems. 
Now, now, my point is, 


Mr. Chairman: --- 


stop-gap measures, and I wish this — would appea 
to me as --- 


Well, I would say you are 


just in the -- 

MR. GREENAWAY: I would say this must be 
i with the brokers involved. Then it would 
be very simple. The broker considers it 


is not necessary to list it as a bonus, yet 


the bonus and the mortgagee should have the 

should be most interested in 
what value he has got. 

They have this 

Yes. I --- 

I didn't my point 


but here is a fofm that requires full disclosure of 


all of the details of the transaction and if you don't 
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all of the details of the transaction, and if you don't 
say that this fitaenhinaye go a hundred per cent to the 
lender in all cases, then you allow somebody to make an 
interpretation of ie tedliota "4f there is a bonus"... So, if 
this calls for full disclosure, then why should it not 
be disclosed to the lénder in full? Let him chohat 
if there is a bonus involved. | 

MR. LETHERBY: What, Mr. Greenaway would be 
wrong with wiping out faa es element altogether? a 
Why is that so necessary... . 

MR, GREENAWAY: I would like to see.that, but I 
don't think you or ever do sie | 

MR. LAWRENCE: Only for instance, in certain 
cases WREMEK ten owe | 

MR. GREENAWAY: In certain cases --- 

MR, LAWRENCE: I mean where a person, for 
instance who presently holds a dati on which there 
is a first mortgage. He wants a second mortgage on the 
thing so that he can then turn around and sell that 
| He may be tn a position to meet investors who 
will only soak him for a good high interest rate on that 
second mortgage. Due to quite legitimate reasons 
12 per contin yet he mows darn well if he goes into 
the real estate market with a second mortgage on there 
at 12 per cent, he may have a hard time selling them ~ 
that house. On the other hand, if he can reduce this 
to seven per eontieana yo have the -- still satisfy the- 
investor, then this is where the emus comes into play 
and is a very legitimate thing. He. is the one that is 


losing on it, not the purchaser then. 
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MR. GREENAWAY: If I remember correctly, I 
explained this point before Mr. Lawrence came in. 

MR, IRWIN: Well, the reason I thought about 
that -- the only experience I have had boul bonusen 916 th 
Stories which have been told to me about these shysters, 
Mr. Greenaway, who have really taken the boys over the 
barrel. : 

MR, IRWIN: ¢ Is there any essential difference 
between a bonus and discounts? Where a mortgage is being 
placed for’ tre first time ~- that is,:I come into you, 
and I want to place a second mortgage on my house. Then, 
I may have to pay a bonus in order to get your 12 per cent. 
Then, on the other hand, I may already have placed the 
second mortgage on my house in the process of setiind At, 
and I come into you and you discount that; which -is the 
same thing, is it not? 

MR, GREENAWAY: A bonus and a discount are 
different. I mean, a bonus is something you are paying 
to get something. | 

MR) IRWIN?..: I-realize that. But, the 
effect on the ultimate interest vate : 

MR. GREENAWAY: The discount is something re 
you are buying at a reduced price for Reriaig reasons. 

I mean, there is a differente between a bonus and & 
discount. But, they both amount to the same thing. 
Relatively, they both cost the same number of dollars. 

MR, IRWIN? °; Yes. In the accounting of this 
12 per cent, it doesn't matter whether I am paying a 
bonus for this mortgage, or whether I am paying... 


MR. GREENAWAY: That is right. 
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MR. MacDONALD: Mr. Chairman, could I clarify 
one legal point back here that rather intrigues me? 

You were quite dogmatic in your: assertion, Mr. 
Greenaway, that the -- I am Re a lost the point 
that I want to deal with now. --. 

MR, SEDGEWICK:  Hewas, dogmatic about the figure 
referring tothe fact, that I --- | 

MR, MacDONALD: Yes. This business of it 
being illegal for the broker to pocket, that it must go 
to the lender. 

Now, you said that if this got into court, 
he would Omer Now, what I want to get clear is 
what, specifically, is the law that aa oe this person. 

MR, GREENAWAY: Well... 

MR. LAWRENCE 3 The trust fund, in effect, I 
mean if the broker informs everybody involved that these 


monies are going to somebody else, andvhe is acting merely 


as a trustee in attempting to borrow sone thing, but in 
actual.fact he was pocketing the money. 20° sui “home su, 
It would be pretty tricky to nail him on it, but I could 


see that i 


am@eLones run wecce you might be able to do it 


THE CHAIRMAN: Mr. MacDonald? 

MR, MacDONALD: What I am getting at -- shouldn’ 
the law be strengthened, because my impression -- correct 
me if I am wpong -- but my impression is that this is 
a fairly wide-spread practice; at least among the minority 
of te who are operating on the fringe. They are 


profiting. 


MR. GREENAWAY: If a broker gave a document to 
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here were terms set out, the terms werecthat the loan 
is. $7,000.003 soeha dow eiaht per cent -- seven and a half 
per cent cor flee years, payable at so much a month 
with blended principal. Okay. Now he goes on further -- 
the cost is so much. And then, he distinctly says 
"bonus to the mortgagee". Now the mortgagee is the 
man lending the eb heyus The mortgagee is getting a bonus 
of five hundred or a thousand dollars, twelve hundred, 
whatever the case might be. ee he is ee you that 
the mortgagee is getting ve Sone, and he puts this 
bomsg in his pocket. Later on, you find from the mortgagee 
that he didn't get any bonus. And yet, the broker says 
that he was giving one. Where does se money end up? 
In the proker's ae -- well now, I don't think there 
is =e court in the world that Mr. Lawrence rn agree 

MR, LAWRENCE: Well, I don't think that is 
feasible. 

MR. GREENAWAY: Well, inrsomeé=cases)inia % 

MR, LAWRENCE: They are merely indicated ~- 
even on this form, they ees indicate a bonus. 

MR, GREENAWAY: I have seen cases where they 
indicate a bonus to the mortgagee. 

THE CHAIRMAN: 

| Yes, they do. 
MR, MacDONALD:..:: Isn't it desirable from the 

point of view of this Committee that the law, whatexer 


it-ispnow, and if it is sort of vague in thehandling of 


trust funds should be so clarified that it would almost 
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be to a degree, automatics. I mean now, it depends on the 
lender discovering that he didn't get the money, that in 
the transaction the broker hae er eerencn wat and he had 
pocketed it. It seems to be that if you want to ctean up 
the business yi we had one case cited to on yesterday 
where it could quite ddourately be described that this 
man was just buying time. He said just give me another 
18 months and I.will have a million dollars and I will get 


out of the business. 


MR, LETHERBY: Yesterday, didn't Mr. Simone 
make this statement? “That through some other offices 
he discovered where this shyster broker had fieeced this 
woman out of $1,800.00 and he went back and he said that 
all he could do was to threaten you see, and he salvaged 
a thousand dollars out of tha retghteert, didn’tithe? But, 
Phe made a statement I think, to the effect tht there 
a no legal authority in his department that would 
empower him to take action against that. Didn't he? 

so, I mean there is a terribte loophole there 
sir, if we have no legislation to protect :acsituation 
like that. 

MR, GREENAWAY: That is where your Unconscionabl 
Transactions Act falls down, 

MR. MacDONALD: But surely you can avoid all of 
the complexities involved in the Unconscionable Transactiqs 
Relief Act because of its constitutionality and everything 
else, if it is laid down that if there is a bonus, Ait 


must be disclosed, and B it must go to the lender. 
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MR, LAWRENCE: In this case yesterday it was 


it as a commission, 


And that is why I say if you are going to get into this 
field at all, you,have got to set .a. tariff, or a schedule 
for mortgage brokers! commission. 


And, with all due respect Bert, what you lose on 


the swings, you gain on the round-abouts. 
MR, GREENAWAY: Oh, yes. The only thing is 
it is different. 


It is exactly the same as a real estate tariff 


for lawyers. or real estate agents or anything else. 


MR. GREENAWAY: ..Well, you will find a lot of 
argument -- discussion. about..it,. for the simple reason 
that with a dawyer, you have a specific certain area which 
is searching the title, preparation of documents. 

MR, LAWRENCE: Well, 


i 


MR. GREENAWAY: He sells his time 


the lawyer sells his time -- 


MR. GDGAWRENCE: And on these small deals - - 


MR, GREENAWAY: Time is all we have to sell. 


Time and knowledge 


MR, LAWRENCE:): What about the real estate 


agent? He is bound by a tariff. 


MR. GREENAWAY: JI don't think you would have 
any objection from the bulk of the people to. a tariff, 


and certainly I 80 along with it myself. I would be 


happy to see.a tariff....We have taken it up in our assoc- 
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lation on numerous occasions, and we hope to worked out -- 
so far we have had so many things to npreoccupy us, and 

we have to crawl before you can run and run before you can 
leap. Now, we are getting to the stage where we can start 
leaping pretty soon, 

THE CHAIRMAN: You think it would be a step 
an cne Yen dlrection?y 

MR. GREENAWAY: It would be a step in the right 
direction, 

MR, LAWRENCE: If you had this tariff, amended 
and attached to the document. 

It would’ also indicate 
to a borrower that in some cases the mortgage broker is 
being paid a finder'sfee by an institution as well? 

MR. GREENAWAY: Occasionally, occasionally. 

MR. MacDONALD: Well, this would be imperative 
if you were going to get a program. 

MR. GREENAWAY: Of course, we are hoping that 

MR, LAWRENCE: Sometimes this doesn't enter 
anto the loan at all, 80 really, this isn't disclosure in 
phe terms of the loan. 

MR, GREENAWAY: No. * 

MR, MacDONALD: Therefore, if we are gong to do 
anything in this.field,»we have to widen it. so that it 
La 

THE CHAIRMAN: It is almost a commission, 1 
think. 

MR, GREENAWAY: You see, if a broker didn't get 
-- depending on the type of loan and the circumstances, 
if he didn't get some money from some of the lenders, he 


would have to charge the borrower more money, because you 
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is out of date with the horse-drawn buggy. Everything 
else goes up, and the people expect that the.broker or 
lawyer could operate on the fees that used to prevail 
50. .years ago. . It is unheard of, 

MR. MacDONALD: .Mr,. Greenaway, may IL explore 
another angle which»I think ultimately is going to be our 
real problem on this Committee. I take it that you -- 
in fact you have been very assertive that you have no 
ob jection to full disclosure. Now, at what point would 
you be willing to entertain and accept the. proposition of 
regulations beyond full disclosure, to cope with the 
| excesses that creep in;. For example, now early you cited 
the case of a man who wants 12 per cent, and he gets this 
on one second mortgages, and his appetite gets fed to the 
point -- Well, why not 15 per cent. And, when you won't 
deal with him, he goes.to somebody else. Now, has this 
not raised the problem where, for the benefit. .of the 
aa or the trade as a whole, it would be better to 
have a limit laid down so that you, in er fegtt are protected 
as the legitimate operator. When-the. fellow gets so 
avaricious that he wants to move on, and he goes to the 
fringe operator, if the law, in effect says you cannot 
go beyond a certain limit, then you are protected, his 
avaration is curbed -- the fringeoperator doesn't get 


more and more clients that feed his kind of operation. 


T agree with you, but. then.you,-are restricting .\the borrower 
from being able to pay more to.get» money» somewhere, Many 


a borrower would be bankrupt if he hadn't been able to 


MR. GREENAWAY:. Well, Mr. MacDonald, in principle} - 
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borrow money at a higher rate of interest which you and I 
might think is justified. 

MR. MacDONALD: Well, I concede the validity 
of this argument that is put reewaia: Some people might 
have the means that they can cope with’an accepted charge. 
Other people get sucked-in'on it to put it bluntly, and 
then he is not able Go-eope with it. 

How can you sort it out, or ‘is -it possible to 
sort it out so that you have a protection in the regulationf 

MR. GREENAWAY: I don't think so. TI haven't 
got the solution, Mr. MacDonald. I only know that you 
have two distinct fields. There is the homeowner as 
related to the commercial man. Now the distincts -- the 
smart operator who is running a business, and he needs 
money, well he is used to -juggling everything and Tet them 
beware. I mean, he can go and paddle his own canoe, and 
I have seen cases vate; as I have said before, people 
have paid as high as 30, 35 °-- I’ have Seen cases of people 
you all know here have paid 36 per cent for money -- as 
high as 36 per cent for money. -- on big projects. 

MR. MacDONALD: On a commercial 

MR. GREENAWAY: On commercial projects. 

MR. MacDONALD: Isn't it feasible to entertain 
the proposition that you separate the two kinds then. Your 
residential from your commercial. Then, you have perhaps 

MR. GREENAWAY: Definitely, definitely. I would 
say by all means if you separate them, let it. be under- 
stood’ that when it comes to residential properties, 


you are in an entirely different field of borrowing than 


you are, You are dealing with the individual that owns 
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a home, and I think that he should have all the protection 
that the law tia tiae ie for against usurious, types of 
lending, and I would certainly think that one of the things 
that we would love to see corrected is bonuses or discounts 
as such should go to the man who is putting up the money. 
But, if the broker wants to go into business, let him have 
enough money -- he eeu go in and be a banker -- buy and 
sell himself. But, as long as it is disclosed -- this 
non-disclosure al eae is the worst of the whole thing. 

MR. MacDONALD: Mr. Chairman, for the purposes 
of our Committee, this is a pretty useful point or distinction 
tO make when we come to discuss or to consider what 
Sepuletions shoud be! putin addition,..2f any, sin addition 
to full diBeoBUrek 

MR, LAWRENCE: I would think too, Mr. Chairman, 

that as you say, Mr. Greenaway, your organization is going 
hocsibmit'.a brief .atedulatervdate icy... 

MR. GREENAWAY: We would like to. 

MR. sad org Now, we have got a great fund 
of knowledge from being herethis morning. It is the 
background of the business. I think it would be grand 
if they would consider summarizing your own opiniors as 
to what legislation, you know is needed. That would 
pretty well spell it out, you know, so that we would have 
some guidance as to what necessary legislation would be 
required to correct this situation. 

MR, MacDONALD: For example by way of 

regulations now, there is a significant proportion. 
of people in this field who are not in our register. 


lawyers, for example. 
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MR. GREENAWAY: That is what worries us. As 
long as: that Serene exists, we will never be ;able- to 
correct.a-lot..of these.things. 

MR. MacDONALD: As a matter offact, maybe I 


was just asleep or having a snooze, but I had 


assumed that everyone who was dealing in this business 
had to register. 

MR. GREENAWAY: I regretted seeing the change mad 
in the regulations that real estate people didn't have to 
have the licence. We had everybody licensed at the start, 
and it was a wonderful idea. Now, we have got about one- 
third of the people that we wanted licensed. The others 
are | 

MR. MacDONALD: There was a change 
in the, Act. 

MR. GREENAWAY: There was a change in the Act 
and I.wish. that it hadn't taken glee) because a lot 
of people have slipped out of the control that needed it 
very badly. 

THE CHAIRMAN: You might refer to that again 
in your brief when you are going to present it. 

MR. GREENAWAY: .I would be very happy to do that. 

THE CHAIRMAN: Could you tell us what percentage 
of mortgages involve bonus provisions, roughly? 

MR. GREENAWAY: a would have to guess, Mr. 
Chairman, but I would just --.I don't think 10 per cent 


would involve bonuses, not any more. 


-~--TAPE NO. 35: RECORDING LEVEL IS TOO LOW FOR ANY TYPE 
| OF TRANSCRIPTION WHATSOEVER THROUGH THE 
FIRST 4 MINUTES (APPROXIMATELY) OF THE 
TAPE, 
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MR. GREENAWAY: (Continuing) then it would 
put them out of business. It would give that much addition- 


al protection. You see, the public (inaudible) 


they are promising the public something they can't get. 
But, the public are fools enough to be drawn in vas flies 
go where the sugar looks sweetest. So) ctméy see a big 
blatant advertisement in the paper -- money at 9 per 
cent -- second mortgage money -- or lowest rates, or 

no fees, 

Now, they don't stop to think that Santa Claus 
time isn't here, they take it for granted that the person 
advertising is legitimate, if they are allowed to 
advertise, Why wots they spend money off Yarke advertisin ? 
The answer is that false advertising brings in the suckers 
and. then, of. course, the high per cent money or the st 
is all gone. You have got something which is just 
Then another one of the very bad situations is this 
"switch deal", where a broker will, or a lender will 
promise amana certain aaoaRe of money and on certain 
terms and conditions. IP 'youcare the borrower, you may 
have a déadtine to meet -- say the 24th of August or 
July. | You have got x deal -- you have got to close a 
deal, so you come to a broker or a lender, and he keeps -- 
Oh yes, he dilly-dallies around and he tells yau you 
are going to get the money and so on, and you arrange 
this and that, and you are in the stages of negotiation. 


But, your time is running out like the sands of the'e- > 
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time clock is running out on you, and you are getting 
a little sospatevel But you are assured everything is 
fine. eyeryehing is fine -- don't worry. Even sometimes 
to the point where documents are prepared, and you are 
setting’aiong fine. . Then, you are suddenly, told, 
unfortunately, Ehetealah pe uin amas kent has died or he 
has changed his mind which is something that a man is 
entitled to do. The law doesn't compel the mortgagee 
to advance the money. He can change his mind after 
he advances the first dollar and says he is not going 
to give you any more, ‘which I- think is not right. 
However, then the lendér:-comesc alongij” or 
the prowee eene agent and the lawyer and says: 
Now look, we still will give you the money ain time 
to close your deal, but the rate has gone up -- the 
costshave gone up. Well, what can you do? You have 
the poor fellow in a position where he has ‘no choice, 
MR. LAWRENCE; That could be very easily 


rectified by your Association by making up an application 


form, by: which once the lender signs on the dotted line, 
he is committed, of course. But, as well, the mortgage 
broker has to sign on the dotted line, and he is 
committed as well. 

MR. GREENAWAY: But the lender being committed 
doesn't mean anything on it, because the Mortgage Act 
strictly states he can turn around and 
after he starts to invest money, he can change his mind 


and stop. 
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MR. LAWRENCE: No, We heard somé discussion 


yesterday. I think it was Mr. Simone 


MR, GREENAWAY: I have never 


in my life. 


MR, LAWRENCE: No, no. The mortage broker -- 


if the deal goes sour then the mortgage broker 


MR. GREENAWAY: Oh yes. That in some cases 
is justified. In ma jority of cases, you yourself as far as 


| that goes or members of your Assocation know very well 


MR. LAWRENCE: But, I mean the bona fide broker 
You yourself and your Association know you have committed 
yourself to find the money for that. 
Once Bae accept one of these applications from a borrower- 


to-be. 


Now, the switchers, of course don't operate this way. 
They will come along and change at, the last minute. 
<2 Now; My’-point rhs te? o: 

shouldn't your form be changed like-in*a real estate 
form, where one party to an agreement is committed, 
namely the borrower -- the mortgage broker can alm be 
committed 

MR. GREENAWAY: Yes. 

MR, LAWRENCE: .  {o findthat money at 


that interest rate at that rate of repayment, 
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MR. GREENAWAY: Going one step further, [I 
am on the verge of doing such a thing, and as soon as 
aman signs up a loan confirming or backing it up with 
a cheque for so much money, MMhenbe of good faith. 

MR. LAWRENCE: And reading your own form over, 
it doesn't really protect you or anyone. 


MR, GREENAWAY: No it doesn't, but 


MR, LAWRENCE: It would be one thing where 
your own association -- 
MR. GREENAWAY: If the broker is willing to bac 
his Judgment ‘on his application that he will 
lose $25.00 or signing «-- if 
this loan isn't prepared three days or four days or 
you will forfeit the $25.00. 
a week, /This is going to counteract a lot of these 
TLeLLOWe Who’ e's 
MR, LAWRENCE: One of the suggestions which 
I think came from Mr. Simone again, yesterday, was a 
suggestion that applications for mortgage loans 
to a broker | executed by a borrower-to-~-be be null 
and void for 24 or 48 hours, or a certain length of time 
in order to really have time for a man to put his thinkin 
cap on and think about the whole deal. Mr. Simone's 


point was that there have been abuses 
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1 MR. GREENAWAY: I know of cases of that nature, 
Z| In fact, I freve Hea one or two occasions in my lifetime 
3 to restore to that as the only means of getting a fee, 

4/ and reluctantly, I did it. But, I know some people who 


5|| make a practice of it who didn't supply the money and 


n 


never had any ability to supply, but they filed their 


7| application -- their bona fide application thereby was 


\ 


co 


almost 
9 MR. LAWRENCE: What do you think of this 


10| suggestion that the thing be ‘inoperative. : 


12 MR. GREENAWAY: I can't -- are you suggesting 
13] that the application has no legal affect; if there is a 
14) gap of 48 hours betweem when he executed the application 


15] and when it comes into effect. 


16 C3 a: . bai 
17 


18 > But, if there is not a gap 
19|| between 24 or 48 hours or something; between when he 
20|| executed the application and when it | 
21 MR. GREENAWAY: I don't know how it would ane 
22|| There are so many people who come into our office for | 

23 bonus about loans. One of the first things we do is | 

24] our inspector goes out and checks the property, because 

25 anyone who starts talking interest rates in terms -- 

26| wants to see the security. It's awfully scary to most = 
érs put it is amazing how they overlook it, As soon as we 


ae 28|| eet our inspectors report; we immediately determine 


29|| whether we are going to make the loan or not. A lot 


of these people are in such a great hurry that after we 
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have seen the property and checked it and everything, 
tell them "Yes. Here it is, We send it in the mail usually, 
the acceptance 
and the statement of mortgage so they have that. They 
have received that a day or two sits they have made 
the usual phone call and they get it in the mail 
and they send it back to us with their documents or they 
bring it in. Now, they have had ample time to 

know what they want and we have checked what they 
want. 
alternative suggestion they have accepted it, If they 
don't make an -- 

Now, the next thing is,anybody who is borrowing 


money usually wanted it yesterday as you well know, 


and speed -- you have to or should do your best. 
So, we send out the forms, 
get them the money as quickly as possible and get 


everything finished up. I can see that this is a 
nown thing and probably Still delay the matter 
a day or two, abicn 7. don! ti thimk wouldibe. ..... 
MR. REILLY: Not only that, but it would 
start three days 
MR. GREENAWAY: Yes. 

MR. MacDONALD: Well, the thing that intrested 
me about her acces was that I understood the 
application form now states that it must be in the 
hands of the person 24 hours before he signs it, so that 
he has the 24 hour period to really think about it before 
he puts his "John Henry” down. 

MR, LAWRENCE: That is the statement under 
the Act. 


MR, MacDONALD: The statement under the Act. But, 
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I would suspect, and perhaps I am wrong here, that this 
isn't necessary -- this \1aw isn't lived up to. That-vin 
many instances, he somebve an office and... 

MR. GREENAWAY: | I'11 tell you what it is. 

Now, there are many cases where people come 
into my office ipoChe*morning . . . 

MR. MacDONALD? Right. 

MR, GREENAWAY: . . . and if our evaluator 
is available, he goes right out and he phones me that 
everything is fine and I tell the people to come back 
in an hour or two ad I'll give them a decision. They 
come back at noon hour, They have got their documents 
with them. Okay. We are ready to give them the loan. 
We make out the statement of mortgage right then and 
there and Kno SBS with the business. Now, certainly 
they haven't had 24 hours to think it over, Tre reason 
I say that, as far as I am concerned is » '.°. 

MR. MacDONALD: Yes. Well, you are not... 

The only point: I would have -- 

MR. GREENAWAY: ‘This isstrictly 
legitimate business, and we couldn't particularly care 
less what the -- we wouldn't be adhering to the Act if 
such were the case. 

MR,.LAWRENCE: You are not alone, I don't think, 


in the mortgage broker business. 


MR. GREENAWAY: Actually, it would be 
hindering the normal routine of business by 


doing it, but I don't think many people -- I haven't 


run across any people who have signed the -- had a state- 
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ment of mortgage in their possession... 

THE CHATRMAN: Mr, Reilly, I think you had 
a question? 

MR. REILLY: Yes, Mr. Chairman. There were 
a number of questions that: I had in mind from the standpoint 
of background information, 

First of all, Mr. Greenaway, would you mind 
telling us what is the membership of the Ontario Mortgage 
Buekers Association? 

MR. GREENAWAY: Approximately 90 members, as 
of today. 

MR. REILLY: I understand about 90 members, 
And how many mortgage brokers are there in Ontario, 
approximtely? | | 

MR. GREENAWAY: Well, prior to -- when the 
Act first came in, I think Mr. Simone could probably 

answer this question better than I can, I understood 
there were 1200 or 1300; weren't there, Mr. Simone? 

MR, SIMONE: That is right. | 

MR. GREENAWAY: And for -- that continued 
for two years, wasn't it? 

MR, SIMONE: The original register was 1300 


and when the real estate brokers were exempted -- 600 
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MR. REILLY:. But you have approximately 700 
registered at the present time? 

MR. SIMONE: Yes. 

MR. REILLY: And of these, there are about 90 
who belong to the Association; is this it?. 

MR, GREENAWAY: Throughout the Province, 
their membership is now -- I think it.is 90 exactly or 
maybe 91. 

MR. REILLY: There was a point that I placed 
to you a few minutes,ago ... . 


MR. | ; 


MR, GREENAWAY: I think those 90. members 
probably do 50 per cent or more of the business in the 
Provance. 

MR. REILLY: When I was speaking with you 
a few moments ago, Mr. Greenaway, about the fee that 
you would charge for mortgage; first of all, you said 
there was a collection fee and a service fee that you 
would service an account for somebody? 

MR. GREENAWAY: That is correct. 

MR, REILLY: Is this a standard fee? 

MR. GREENAWAY: That is charged to the... 

MR, REILLY: Peanden! 

MR, GREENAWAY: Yes. 

MR, REILLY: Yes. Is this a standard fee? 

MR. GREENAWAY: We follow the same procedure -- 


the same fee as the trust companies. 
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MR. RETLDS ¢ And as far as the brokerage fee 
4s concerned at 12 per cent -- there is some doubt in my 
mind whether this is 12 per cent on second mortgage plus 
g6e seven per cent interest, or inclusive of the seven 
per eet? | 

MR. GREENAWAY: It would be inclusive. If 
it is 12 per cent, it should be a straight interest rate 
of 12 per cent of the mortage. Or, it should be a 
seven per cent mortgage with a bonus to bring the yield 
up to 12 per cent. 

MR, REILLY: Right. 

MR. GREENAWAY: Or, bring the cost up to 12 
per cent of the -- to the borrower for that mortgage 
money. Now, that does not include the cost of the 
transaction. They are extra. 

MR, REILLY: Is it required now for lawyers 
who are dealing speciricaiy in mortgages to be under 
the Act, or to be a member or mortgage broker? 

You would say some lawyers are doing 99 per cent of 
the business in mortgages? | 

MR. GREENAWAY: Some lawyers exclusively handle 
novos DOUG . «fe | 

MR. REILLY: Do they have to be registered 
with us now under this as a mortgage broker? 

MR, GREENAWAY: No. I don't think they do, 
do they, Mr. Simone? 

MR. SIMONE: Well, the Superintendent, 
in order not to force all lawyers to register if it is th 


ordinary practice of their profession to deal with 


mortgage business placed this interpretation that where 
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the lawyer was charging a finder's feé over and above the 
tariff. whitch amounted to a thousand dollars or more 
in the calendar year, he must register. 

Naette he was levying his own bonus on chattel 
mortgage deals, or five year mortgage business aggregating) 
$3,000.00 or more. 
he must register. So; they’ gave them a nice’ convenient 
out. ' MR, REILLY: You suggested some modification] is 
a hectare then ? 

“MR, SIMONE: Yes.’ The finder's fee he can 


bury in his tariff somehow because it is a minimum tariff. 


MR. REILLY: Who are presently registered now? 
Is it mandatory to register now? 

MR, GREENAWAY: The lawyers, you mean? 

MR. REILLY: No -- of all people under the Act. 

MR. SIMONE: Anyone who deals directly with 
the borrower. So, we would exclude a holding company 
that did not deai directly with’ the borrowér‘and make up a] -- 
what they call a Section 32 copy which does not deal | 
directly with the borrowers. We also exclude the pure ‘ 
investor. | 
$50.00 to a lawyer or broker. And says here, get this 
money out for me.. He doesn't see the borrower who takes | 
his $10,000.00 or $50,000.00. 

Oh yes, trust companies, credit unions, 

banks | 

MR, REILLY: Most of these members of the 
Ontario Mortgage Brokers Association -- are they dealing 


in first or second -- chiefly second mortgages? 
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MR. GREENAWAY: No. I would say .they are 
a combination Beatie the same as ourselves... Some 
deal more in first mortgages than they do second, and 
others just the reverse. .Some are general -- I suppose 
our business is about 50-50. 

MR, REILLY: I don't know whether you will, 
at this particular time tell us, Mr. Greenaway, but 
on a first mortgage what would you consider a fair rate 
of interest? 

MR. GREENAWAY: A fair rate of interest today 
on -- and then again, people have various terms for 
the type of meat they eat; and others the same with 
property.,..They call .it»prime.. Well, there, are. so many 
variations of what you might consider a prime joan, 

MR, REILLY: 

MR, GREENAWAY: vias Sie would consider 
a prime loan. Once again, this is an escape hatch. You 
can go around and call something by any name you wish, 
but it goes back to the same minimum and maximum idea. 

MR, REILLY: 

MR. GREENAWAY: I would say that a good loan, 
a good first mortgage loan today -- we are trying to keep 
the rate to seven per cent. We are slipping a little 
bit occasionally to six and three-quarters, and I am 
afraid that oe siAp to six.and a half... But generally, 
for only a month or two. 

But generally speaking, if you are going ® 
give a man privileges which are not customary, we have 


to keep to the 7 per cent rate 


(until I decide that the competition warrants it enough 
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now, or that there are reasons for following the general 
trend, they come down a little lower. We certainly don't 
expect to get any higher rate than anyone else, but they 
don't want to drop it down until t'sgeneral practice. 
Most people, as I say, ne. Reilly, will pay a little bit 
more for extra privileges. And this is where we try 

to have advantages 

MR, REILLY: I was surprised to hear you say 
Mr. Greenaway,that the 12 per cent was considered maybe 
as a maximum of a second mortgage -- it is a good second 
mortgage. I thought it would be considerably higher. 

MR, GREENAWAY: No. If the second mortgage 
is -- or the property offered as second mortgage security 
is satisfactory, I can say that I have had a lot of 
borrowers, a lot of lenders, and everyone of them considers 
that 12 per cent is, in their opinion, as much as they 
wish to charge anybody for good second mortgage security. 

MR, REILLY: With a five-point differential. 

MR. GREENAWAY: That is right. 

MR, REILLY: You mean as the first. 

MR. GREENAWAY: And, as the first mortgage 
decreases, the interest rate decreases, so will our 
second mortgage decrease and follow that ‘pattern. I 
had people who would refuse to take more. Most of 
my clients would refuse. In fact, I haven't any clients 
that want more than 12 per cent interest. I don't 
want to do business with them. Once they show any 
tendency to exceed that, well then they are only going 
to make my position that much more difficult and I'll 


get the reputation of - all right, I am gougingeverybody, 
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But, there is nothing to be ashamed of in lending people 
money at 12 per cent on a second mortgage. 

MR, REILLY: Has there been any effort on your 
part, or the members of the Association to actually 
expand membership in this Association? 

MR. GREENAWAY: Oh, yes... 

MR. REILLY: Or doesn't try t restrict itself? 

MR. GREENAWAY: I have membership campaigns 

in my charge, and we had. plans 
on now for -- it is just a matter of -- I have not 
sufficient time’ to get-out around the Province and call 

places 

meetings in various to expand the membership, but we 
have a good membership committee, and we are going ---we 
hope, before.thisluyéar isrover, and I think I have every 
reason to believe that we will haveanother 50 members 
ateleastverIl am shooting: for 50; and I°hope thatrl 
ean fulfil that, and I may have more because we have 
a few new schemes for getting them in. And mind you, 
the more control we can have with this business, the 
more members we are going to have, because it is 
going to be beneficial for the general public, and it 
is going to bé beneficial for those in this business 
that have these situations dealt with so that they can 
keep up with what is occurring. | 

MR. REILLY: Well, do all your members charge 
a one per cent brokerage fee? 

MR. GREENAWAY: No. Some of them charge more. 

MR. REILLY: So there is nothing within your 
membership that says that a suggested rate would be 


one per cent of a brokerage fee? 
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MR. GREENAWAY : There wouldn't be any hope in 
the world of getting that passed to our Association, and 
it would never get my support, because I. don't think it 
is proper. No broker can-- not if he is startirg out bus- 
iness properly, | 
exist on a one per cent fee. It is ridiculous. 

MR. REILLY: But you do charge one per cent -- 
as far as you are concerned is a brokerage fee is some 
instances. Is that right? 

MR, GREENAWAY: Pardon me? 

MR, REILLY: You do charge one per cent on quite 
a number of brokerage -- 

MR, GREENAWAY: Always charge one per cent. 

But to start, very often it is higher. 

MR, REILLY: Sure. 

MR. GREENAWAY: We hope to get, in many cases, 
one per cent from the lender which eases the cost we 
have to give to the borrower. But you can't run a 
business today and operate on a one per cent 

MR. REILLY: Well, not unless you have got a 
Large 3°50. 

MR. GREENAWAY: And, on your second mortgage 
business, it is more costly,. so you have to have a higher 
percentage on second mortgage than you do on first. 

MR, REILLY: But there isn't any flat rate 
at the present time? 

MR, GREENAWAY: There is no flat rate anywhere 
that I. know br. And yet, there is -- I would say that 
there is a general tendency on the part of any legitimate 
broker that the cost to the borrower, and I speaking of 


private funds, not corporate funds; because when you have 
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1/ corporate funds, you have a tendency - if you are using those 
2 you can drop the rate. But, on private funds being 

3]} loaned to the average broker, there are many people who 

4| share my opinion that the cost to bie borrower inclusive 
5] of legal fees, disbursements, valuation fee and. commissio 
6|/ should not exceed five per cent. I am in accord with 

7] that thought And on second mortgages, once again, we 

8] are getting a lot of corporate people into the second 

9| mortgage business, which is going to ease the situation. 
10] It is going to make money more plentiful and more easy 

11/ to secure. Therefore, the brokers can afford to take a 
12| little bit less. But, on second mortgages -- and this 

13 is following the pattern that our loans are all now 

14| five years or ten years, that the rate should not -- the 
15] short term that they used to. try to follow, two, three, 
16] five years; one year term if they could get it. 

17] But on a second mortgage, the fees, regardless should 

18} mot exceed 10 per cent. Now, that should not exceed 

19] that, but when we get up and find the cost higher than 

20] that, then we want to see what is happening and what 

21|| caused these fees. 

22 Now, you can have fees of 10 per cent that 

23 to put into second mortgagesSis very difficult. Some 

24| of these loans take a lot of time and a lot of effort. 

25} It is not always easy to go and find’ -- he may have 

26| something you want, and unless you are going to get 

27 it, Mr. Reilly, you are not satisfied and nobody can 

28 || depend upon you, There may be something that 9 people out lof 
2910 can't do. Then, I.can come and somebody’ else-comes along 


30 and, well all right.” You glvé me’ two 
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two or three weeks and by putting your full energy 
behind that, it is a matter of finding the right plug for 
the right hole. In other words you have to find an 
investor that sees his viewpoint .and © 
ours, and if we are not sold on the security, you: 
might 28 Wae,t elvelap.x ; 
But shan you have got to find that type of person. 
The mortgage business is no 
bed of roses, from the standpoint of making money easily 
MR, REILLY: 
MR. GREENAWAY: You are following the practice of 


getting a lot of this easy money by this gimmick deal 


MR. REILLY: Do you have any, within your 
own membership that -- do you have sort of a code of 
ethics within your own group? 

MR, GREENAWAY: Yes, we have an extremely good 
code of ethics. We have a very fine an etrteciot: and 
we find that when we haul one of our members up on the 
carpet, why . 

MR. REILLY: You don't permit this gimmick 


advertising of which you make mention? 


MR. GREENAWAY: There are none of our members 
we voluntarily agreed to refrain. Some wanted to do it. 
Once again, we had a divided area, but remember we 
voted we wouldn't do it, and the boys that would like to 
do it -- why not? They see the other fellows doing it, 
why should they have an advantage we haven't got? 


Well, we say to them that that advantage won't 
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last too long. Let's show by example that we don't have 
to. follow. these other. .people. 

MR.:MacDONALD: But isn't. a part. of our problem, 
and a part of your problem that our membership is still 
a.small nae of,the people inthe, field. ? 

MR, GREENAWAY: .Well, it.is, .but.it.is being 
made all the harder by letting the people out. You see, 
if people are members of our Association, or if they 
have to be registered, then we can go to them and coax 
them into the organization, 

MR, MacDONALD: In other words, if.you had more 
regulations that had to be enforced and were being enforced, 
the result would be that you would have more people in? 

MR. GREENAWAY: .We would have much -- we would 
have more 

MR. .MacDONALD: At the moment, it is in their 
interests not to,,be, in? 

MR, GREENAWAY: .It.is in their interests. to stay 
out. 

MR, MacDONALD: Because then they don't have to 
live up..to your code .of .ethics. 

MR. GREENAWAY: To our code. 

You see, and we have I. think a very, very good organization. 

MR, .LAWRENCE: You say the Association has about 
50 per cent of the business in. the. Province? 

MR, GREENAWAY: Pardon ne? 

I. would think so., I would 
think so. We have no actual way that -- we have never 
attempted by records to find out, but I would definitely 


state that I think that the members of our Association 
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1) were instrumental and take up 50 per cent of the credit 

2|\ for the volume of money 

MR, LAWRENCE:’: Did you ever. turf anybody, out or 

4! or refuse adinbsion® 

5 MR, GREENAWAY: Oh, we definitely have. We have 
6| tossed people out of our Association and we have refused 


7 many an applicant. 


8 MR. MacDONALD: Wrmt does your membership 

9 pay? 

10 MR, NODEN: What prompted you to do that? 
11 MR. GREENAWAY: It is a $50.00 membership fee 


12) ana a $50.00 initiation fee for the first year, From 
13//tnen on, it is $50.00 a year. But, we have refused -- 

14 we have a membership committee, and it is like anything 
Sleise -- if you have a club, a golf club and so on, and 
you have a panel or a committee who’ determine the type 

of people you want to associate with. If everyone in 

18 your association knows that so-and-so is ribbing the 
public with every chance he gets, his whole method of 
operating has been in such and such a manner for years -- 
21we don't want him, We have had numerous people who 

22} mun crying to Mr. Simone that we won't let them in our 
organization. They run to other people. The pressure 
goes on us to admit certain people into our Association. 
25 lie say if we don't want to associate with them, why 
Should we have them in our ranks? And they say, well if 


you had them in your ranks you could control them. But, 


Withat is something that I don't believe. 


30' THE CHAIRMAN: It is not a reform institution. 
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THE CHAIRMAN: Mr. Noden I believe had a 
que stion, 

MR, NODEN: Mr. Greenaway, supposing -- what would 
you say to this: If second mortgages are done away with, 
would it eliminate the supposed abuses that are existing 
today? 

MR. GREENAWAY: You can't do away with second 
mortgages. 

MR, NODEN: All right. What proportion of 
second mortgages are there to first mortgages today? 

MR. GREENAWAY: I would say that there is, 
practically speaking -- let us exclude the commercial 
estate or residential, which is satisfactory. 

Let us not consider industrial 
or commercial. Let us take it just from the standpoint 
of the homeowner, 

MR, NODEN: That is right. 

MR, GREENAWAY: Well, it has been said on good 
authority that 99 per cent of the homes are mortgaged, 
and I am inclined to agree with whoever made that 
statement. I would say that of the 99 per cent, practically 


the whole total that 


7 
yy 


OMATHO ,OTHOROT 


a 7 
U a 
7 7 


san . eee 
Tr - \ 6 
euena \ 


8 bsd oveifled I mebow .xM :WMAMAIAHD HHT | 


i i 


7 4 


- Biksow Jadw -- gaitaoqque .yswenestd .1M :MaCO“ .AM 


. 


.dtiw ysws ofob srs asgsgdiom broosa TL satdd of YBa JOY | 


gniteaixs sis dedt asavds beeogqqua odd sdsnimifs tt bivow {2 
sysboo | 
Dnoose dtiw ysws ob g'aso voY <sYAWAMEGHD ,xHM. e rt | 
anal 

to aolixoqotg tsdW .tdgia [fA ‘:UACOU .AM 
¢ysbot sogsgtiom Jari od eiedd sexs aegsadrom hroose om 


.2t saxsdt tesdt yse bluow I :YAWAUHEHD .AM 


. 
| 
j 
| 
| 
| 
: Istoremmoo odd obuloxs ay tel -- gntouseqa viisoldosig |™ 
= | | 
a .yrotostaltse at dotdw .{[atinebLas: xo stsdes | 
Istadaubat tebLenoo tom an god | 
| 
intoqbaste odt mort gaut gi exst ev gal I storemmos 08 
.tornwoomod odd 20 | 
he digits ef ded? :waaon .aM | 
oN 
boos mo bisa ased asd dt ,fleW :YAWAMEAAD .AM 
,bagsgdxom srs asomond sit to Ineo t9oq C2 Isnt ytiuodius 


e273 ss tent ebsm teveonw ddtw sors o¢ bentiont ms I bas 


Ulisottosag .tmso t9q OC ont Io sandd yea bluow 1 .dnomedsda | 


ai 5 


gedij {[stod slorlw sdt y™ 


ANGUS, STONEHOUSE & CO. LTD. 322 
TORONTO, ONTARIO 


at least 75% have’ second inortgages. on them. 

MR. NODEN: When did this second mortgage 
become predominant in its present mode of thinking 
approximately? B.C., it started in B.C. and became 
quite. the thing to do, to get a second mortgage, then 
when did it move into Ontario? 

MR. GREENAWAY: Oh, there have been second 
mortgages as far as I know --- 

MR. NODEN: That I know, but --- 

MR. GREENAWAY: ---as long as I have been in 
the business --- 

MR. NQ@EN: ---the trend I mean. 

MR. GREENAWAY: The trend increased after 
the First World War, and in the 1930's after the 
erash, then interest expanded and everybody was 
scrambling for second mortgages. The only way you 
could get any money at all was to borrow on your property, 
but it has been a build-up. People have begun to 
realize that your-property is like a bank. If you have 
an equity wewatixon there, you are always able to get 
money on it. That type of building --- 

MR. NODEN: Yes, but I always thought that 
first mortgages would take care of that. 

MR, GREENAWAY: No. The first mortgagee 
will only lend 66 2/3% of the value ae 

MR. NODEN: Well, that is up to the lender 
how much he lends. 

MR. GREENAWAY: Yes, it is up to the lender. 


MR, NODEN: And based upon the security. 
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4 But now you set up a second mortgage business 
and it becomes similar to pennystocks. I am not 
criticizing penny stock, because if you are going to 
develops. we’ have’ got 
to have a gambling element in this to move forward in 
t he development program and maybe second mortgages 
couldn't be considered on the same basis. 

MR, GREENWAY: I don't see how. because with 
a mortgage you: are dealing with absolute security and 
with a penny stock weare ‘dealing with what is nebulous -- 
everything is nebulous. 

MR, NODEN: Well; you are attaching . 
to second mortgages, because of the abuses that are 
taking place today. There are pretty shaky. 

MR. GREENAWAY: Well, you know, of course, 
on a second mortgage any knowledgeable investor or 
any knowledgeable broker who is looking after or protectin 
the interests of the lender is going to insist that 
the owner of the property have an equity position 
sufficient to protect himself against being wiped out 
and sufficient to protect the second mortgagee. Now, 
that is thore or less an understood practice, and certainly 
amongst the Soaeea ea cvaeaeh es borrower must have 
a 20 per cent equity on his house, 

MR. NODEN: Well, I would say the first 
mortgagee would have the -- 

MR. GREENAWAY: Well, that's legitimate, 

MR, NODEN: Would be legimitate banking policy. 

MR, GREENAWAY: eas you are speaking of . . 


4 
MR, NODEN: Where a second mortgage could be 
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considered at illegitimate banking policy. 

MR. GREENAWAY: Well, I would disagree with 
you for the simple reason that I consider that if a 
man has a 20 per cent equity in his, house, and you are 
able to assess the value of his house. properly that you 
could lend him money on a second mortgage over and above 
the amount that he has as a first -- the two of them 
including no more than 80 per cent. You have got good 
bankable security even in that second mortgage if the 
banks would accept Ads ee the banks hold.up their hands 
in holy horror about second mortgage business, or. the 
first mortgage business. We have, now; there has been 
a recent trend in the last few months of some trust 
companies starting to lend 80 per cent. We call them 
the "eighty-eighters". They are eighty per cent value 
and eight per cent interest. Now, they are just doing 
exactly what -- they are putting into one operation what 
now takes two. They are lending 66-2/3 per cent on 
their valuation; not what you would pay for the house 
ior L.might pay.for ee the. sale. price or the cost 
ee - you or the valuation,. whichever is the lowest. 

MR. NODEN: That is just whatI am getting at 
then, that that eighty per center today would eliminate 
the abuses which are supposedly going on. 

MR. GREENAWAY: No it won't, for the simple 
reason that there is a first mortgagee in there for 
66-273, and there is a second mortgagee for the difference}, 

MR. NODEN: Well, all I say that an eighty 
per center -- I say .. . 


MR. GREENAWAY: Now you have got an eight per 
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cent interest rate, 

MR. NODEN: Well -- 

MR. GREENAWAY: This is more costly -- believe 
it or not, it is more costly than the man paying seven 
per cent for a legitimate first mortgage and twelve per 
cent for a legitimate ena mortgage. This eighty and 
eight is a more costly situation to borrow. We have 
proved it and it worked out, and they admitted themselves 
we had one of them at our meetings just a few weeks ago 
to let us know how they operated, and they admitted 

ies examination and cross-examination afterwards 
that they had an edge on the eighty-eight that 
they had a higher return on their money than seven per 
cent, and the second mortgage portion was returning a 
higher rate than 12 per cent to the. . 

MR. NODEN: Why shouldn't that be legitimate? 

MR. GREENAWAY: Strictly legitimate deal. 

MR. NODEN: -- competitive in the field. 

MR. GREENAWAY: It is strictly ndeieiae te: 
but it puts an eight per cent interest rate on the -- 

If it is only a short term loan, wen years. Now, we 
ow'* consider that a short term loan now in the first 
mortgage field, because 20 and 25 years are the -- we 
have all kinds of money for 20 specific years and 25 
specific years, never mind the 10. The trust companies 
here will only give you ten years, and then they give you 
a 20 or 25 year annum; mostly a 20, or 15 year annum, 

I have got all kinds of money, and I will give 
you a straight 20 or 25 year mortgage, not 5 or ten 


MR. NODEN: 
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THE CHAIRMAN: Underthe. os 4 

MR. REILLY: -- because you don't get stuck 
with these extra costs. 

MR. GREENAWAY: That is the point. 

MR. REILLY: And other things in relation to 
putting on tw6 mortgages. 

MR. GREENAWAY: Yes. 

MR; REILLY: tt certainly is competitive as a 
matter of fact. It is going to be a growing trend. 

MR. NODEN: Well, this is what I am getting at. 
When you put two mortgages on, you get stuck with these 
extra costs; whereas, if you put one on you eliminate that. 

_MR. GREENAWAY: Yes, but by the same token, 
Mr. Noden, you have a first mortgage that, at the moment, 
is only based on a ten year term, 15 year annum, 

MR. NODEN: Well, N.H.A. -- they . 

MR. GREENAWAY: Will they have 25 year terms, 
you see "and... 

MR. NODEN: They are amortized . . 

MR. GREENAWAY: They are amortized 
over 20 or 25. Now, he termination of that mortgages 
by these mediators is 10 years. Now, after all, it 
didn't take 10 years long to roll by, then the man is 
faced with -- by that time, the second mortgage portion 
had been paid off and he is left with about a 66-2/3 
per cent mortgage on his house, That can be called in, 
because he is not going to pay per cent when his mortgage 
is down to a normal rate of -- to a normal amount that 


he can go and borrow. six or six and a half . 


MR. NODEN: My point is if you do away 
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with second mortgages, you do away with all these supposed 
abuses that are going on today that brought this meeting 
together. 

MR. GREENAWAY: There is abuses in everything, 
and I don't think you or I or anyone can legislate against 
second mortgages. 

MR. LAWRENCE: Well, this is what we are. supposed 
to try..and do: 

MR. GREENAWAY: I don't think it is possible. 

I don't think . py; 
MR,. LAWRENCE: 
MR. GREENAWAY: ..As:long. as all these people 
you are next -- 
you..are next. 

MR. GREENAWAY: . . . want to borrow, they will 
borrow, and I think they should be entitled to borrow. 
But as long as they know what they are doing, I can 
see no reason to prevent a man from deciding he is going 
to mortgage his house or anything he has got; his 
automobile. ir he wants to raise money and he has got 
some assets, he should be permitted to go and do ee 
he likes with them, | : 

MR GRELLLY 1 agrees 

MR. GREENAWAY: As, long as the other fellow 
can't pull. the wool over his eyes. 

MR... REILLY: + L,agree. 

MR. GREENAWAY: Or make him believe he is getti 
something different than he bargained for. 

MR. NODEN: Of course, this is caused by easy 


credit. 
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MR, GREENAWAY: pePhartexy: Credit is the bless- 
ing and the curse of the country, but I don't know which 

is worse. It helps people go into debt ana it helps peopl 
| have a lot of things they couldn't acquire by saving 
loans or , 

MR. BUKATOR: Mr,“Chairman, I gather from 
Mr. Greenaway that he is in complete agreement with disclosure 
or percent paid for first and second mortgages. 

MR. GREENAWAY: Yes. 

MR, BUKATOR: This is commendable really, 
because this little question that we had here yesterday 
talking about high rates of interest on second mortgages 
and the third, fourth and fifth yesterday we got to, and 
then if there is a bonus paid to a broker, and he indicates 
that the lender, actually gets the bonus and then he 
pockets that money. This apparently is not a common 
practice, ‘but it happens. 

MR, GREENAWAY: It is not a common practice, 
but it is something that must be stopped. 

MR. BUKATOR:: And, it would appear to me to 
be a factor when they ae going about the country getting 

rich quicke¢” overnight ; it is about time we put a stop tq it, 

and I think this practice should be revealed to the public. 
Mr. Lawrence and I had a small debate between ourselves 
here yesterday pertaining to interest when the amount is 
paid. I find now that I have more tosupport my way 
of thinking, as of today. As a matter of fact, yesterday 
I felt that 7% was good first mortgage money, 


and 12 per cent is not too much to pay for second mortgages 


especially when a person knows what he is getting into. 
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Now, where I take this exception to what Mr. 
Lawrence said yesterday and it got into the press today, 
was the fact that we don't care how much people pay on 
mortgages, second or third or atremataes and it is about 
time that I declared myself -- put my position clear on 
this Committee. PUMy ‘only ‘concerm is«forrthe publics; cthat 
they should not be paying these large amounts of money, 
certainly to men going about stealing a lot of guns, 
PtG-"Ts “about cine (te puwecg stop torkka abcthinkrthat this 
Committee will come to that decision finally tomorrow. 
And maybe, you would have been fortunate -- if it had 
come about ten years ago you could have got money for 
12 per cent rather than 24 that you apparently have paid. 
It is about time the high binders, the robbers without 
guns were put in their’ place. I am tickled to death that 
I am on this Committee for that purpose if nothing. I 
wouldn't associate myself with that kind of interest 
with anybody. I don't think that have earned it. It is 
about time some people saw it. 

MR. REILLY: Would you not borrow from the 
bank in a case like that? 

MR. BUKATOR: I am very fortunate. I can go 
to the bank and borrow a dollar now and then at six 
per cent, by the way ona demand note and my interest 
is calculated monthly on the unpaid balance. It is about 
is the public in this Province got a similar break . 

MR, .LAWRENCE: But you are a good risk though 
aren't you Syd? 

MR. BUKATOR: Pardon? 


MR... LAWRENCE: You are a good risk . 
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1 MR. BUKATOR: That isn't the point, exactly. 
2|| The fact remains that there are a lot of good risks in 
3|| this country that are entitled to the same privileges 


4] but are not getting the same. 


5 MR, REILLY: Well 
6 MR, BUKATOR: They are regular lending institutions, 
7 MR. LAWRENCE: First°orralis, may? say something. 


8| I don't want to be backed into the corner for advocating un- 
9| biased rights for anybody to go ahead and claim interest, 
10| but, if I may criticize the proceedings in the way we 
11/ have gone about this thing so far, I think there are a 
12| great number of members of this Committee who are completely 
13] ignorant of the fact that, at the moment, the Province 
14) has no constitutional right in any -- this is why I suggest- 
15} ed at the very beginning that we do have somebody in 
16|| here to give us a rundown on the constitutionality 
17) of these things. At the moment, 
£ 18} the Federal Government has the sole, exclusive right to 
19| Jegislation, pertaining or regulating interest rates under the 
_BN.A Act, andyniess we are going to come along and 
perhaps we should, I don't know, and advocate 
that our constitution be changed, I think that the members 
of this Committee should be aware of this great defect 
as far as — our Provincial authority and jurisdiction 
is concerned, federally. If we are bound in that way, 
the only other way that we can attack this problem is by 
disclosure. 
MR, b(RBELLY:-°. Right. 
MR, LAWRENCE: And this is why I think 


policy interest, 
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even though it may not be carried out by some officials. 
. Should be directly more along this line, because at 
the moment, it is not going -- obviously it is not 
succeeding in legislation. It is _ succeeding today; 
otherwise we wouldn't be sitting around here and peaeias 


about it. So that's the point I want to make 


May I finish? On disclosure, 

certainly. Now, may I finish my question? 
MR. NODEN: You have given me an opportunity and then 
somehow or other I got back up -- just two more questions, 
Mr. sii aldara 

You mentioned the fact that if a bonus is 
paid that it should be paid to the man who lends the 
money. 

MR. GREENAWAY: Oh, definitely. 

MR. NODEN: . And then to. 

MR. GREENAWAY: Unless it is understood that 
it is going to somebody else, but it must be understood. 

MR. NODEN: That shouldbe on a statement 

MR, GREENAWAY: But the bonus is supposed to -- 
is said to be going to the mortgagee. You have got to 
make sure the mortgagee gets it. He may be in ignorance 
and may not receive it, and then we know that somebody 
has done something wrong. I say if that is the case, 
let's rectify it. Let's get rid of these people that are 
doing these things. 

MR, ODEN: Then you would agree in the 


firmal analysis, Mr. Chairman, that there should be some 
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kind of a statement indicating that that money goes into 
bonus payment I think maybe you should 
consider that. 

THE CHAIRMAN: Well, it ” right on the form 
now; but it doesn't say to whom it is paid. 

MR. GREENAWAY:: Well, I certainly think 
if there is a bonus going ta mortgagee, then 1 think 
it is very easy to make sure that that is disclosed and 
the mortgagee must know it,but I fail tose —I think you 
will have a lot of criticism, but I think the ways and 
means of doing that are simple. Then, that will correct 

the situation. 

| I think the more you try to hinder or curtail 
certain things -- let's try to correct the thing that 
will correct everything else, and then not be -- too 
many other things in the meantime, thebonus situatim 
as well. The disclosure, too. Those things that we 
argued Lhe ttwoRARvoRhky wuningskeokhel atiager of 
probably eliminating the bulk -- and then when a person 
is caught doing one of these things he can -- let there 
be a severe penalty for it. «Let us’ penalize these 
people that get caught. They should be--this is where 
you can make a definite contribution this way. 
Put a penalty onto these people. Get them out of business, 
or else make it so costly for having made a mistake that 
they will think twice before they do it again, 

Let's have a penalty that will mean something, 
and then people will -- good lord, if a man is not afraid 
of paying a $50 or $100 fine; he just laughs at it. 


That is not enough. He should be penalized, and properly, 
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sorthatecifi.« 

MR. BUKATOR: What would you suggest? 

MR. GREENAWAY: Well, I would suggest -- put 
him out of business. Put him out of business. If not, 
the first time, make it so costly that the second time 


will put him out of business 


can't pay the fine, forget about it. Throw him out 
It is not worth it. 

You have got to penalize people, gentlemen, 
who are taking money that they shouldn't take from people 
-- giving it back is no penalty. Giving back adie lag the 
ill-gotten gains is no penalty,they just -- 
well, instead of getting it whole hog, they just got part 
gBuikad Itcis §ustembers 

MR. MacDONALD: Mr. Chairman, I wonder if -- 
Since this Association is coming back, I wonder if we 
can't make a specific request. I have been rather 


intrigued at our discovering: A, the extent to which 


| the Association represents only a small portion of the 


business, and the fairly frank statement by Mr. Greenaway 
that if they had the kind of regulations that would make 
it possible to really come to grips with the problems 
in the field, then their Association would be able to 
recruit members, and people would be pleased to be in, 
rather than out; and having the leeway and the flexibility 
that they have when they are out. 

I wonder if we can't ask Mr. Greenaway to 


-- in the Association's briefs subsequently, that he make 
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very specific proposals as.to the present regulations, 
their inadequacy; and secondly, AawrsebiietWenk that are 
required that would, in effect, help you to help yourself. 
MR, GREENAWAY: I would be very happy to do 
that, Mr. MacDonald. One of the -- one more point, then 
I won't -- we would have had, I believe we would have had 
that extra 50 members now, this year, had it not been for 
the releasing of these other groups from having to become 
licensed. We had many a person tell us, when we had 
been after memberships "Oh, I don't need to make 
register now, join the organization -- why should I? 
- can do business without even being registered. Why 
should I join your organization?" 
MR. MacDONALD: You see , .. Perhaps I 
am unfair, but I still would have the feeling that if 
you had those 50 members, you are still a pretty weak 
force in the field. 
MR, GREENAWAY: Well, I wm't agree with you. 
MR. MacDONALD: Maybe that's an unfair way 
of putting it. 
You need a much larger support of people 
in the field 
MR. GREENAWAY:: . . . but we have representatio 
from Windsor, Sault Ste. Marie, North Bay, Hamilton, 
Kitchener, Ottawa, Kingston -- now, we have got the best, 


I think, 


MR. MacDONALD: Concerning the people who 
were left out by the amendment to the Act. 600 were 


out -- you still have 700 -- you have 90 of the 700 in you 
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organization. 

MR. GREENAWAY: That is right. We would like 
to see 50 per cent of the registered people in our 
organization. But to get them there- to have them all in 
to tell you the truth, I would like to see them all in. 

THE CHAIRMAN: Mr. Greenaway, I think I should 
tell the members of the Committee, we really didn't intend 
to have such a long question period this morning, because 
Mr. Greenaway is coming back again, and we have detained 
him much longer than we originally thought that we would. 


MR. GREENAWAY: This is something that we 


MR, LAWRENCE:: Well, he is here as an individual 


all. right. 


THE CHAIRMAN: Yes. 

MR. GREENAWAY: I explained that, Mr. 
Lawrence, that | 

MR. REILLY:... Well, have you any other 
questions? 

MR, LAWRENCE: Yes, 

MR. REILLY: All right. I am sorry. 

THE CHAIRMAN: Go ahead, 

MR. REILLY: I am sorry to have interrupted 
so much. 


THE CHAIRMAN: That is all right. 


MR; GAWRENGEY: let me say 


this to you. I would say that as the president of the 
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Mortgage Brokers Association, if you have any information 
with regard to how mortgage brokers get along 

and start having "money shines" with regard to trust 
funds, I would suggest to you, sir, that you are 
racner derelict in your duty; not only in your office 


that you hold but also as a you should 


trot along to the nearest Crown Attorney. If there is any 


in you mind about statements being made to people about 
funds going to a mortgagee and ee never catch up with 
that mortgagee; as a friendly word let me just say to 

you: "Come along to my office and we will take a took at 
it and we will both go over to the Crown A,torney, because 
I am aware there is a specific provisionin the Criminal 
Code regarding theft of monies that are not accounted for, 


that you can certainly stop a criminal charge." 


I would suggest to you that if this is going 
on now, it's merely being listed as a bonus, not a bonus 
to'the mortgagee; just plain bonus, and the borrower, 
irene ensREREs doesn't ask any more questions about it. 
If anybody at a later date does come along and ask questions 
about it, he says "Sure. That is a bonus to me -- that 
isn't a bonus to anybody else." 

This is why I. would- like to see rates set 
-- a tariff set for 

MR. GREENAWAY: So would I. Iam all for this 


tariff business. 
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MR, .LAWRENCE:: But, let me offer my services 


tO you now. 


MR, GREENAWAY: 


MR, MacDONALD: 


THE CHAIRMAN: 


MR. *LAWRENCE::)) I don't know if we ever did 
hear from you what you thought would be the decent rate. 
Perhaps you don't want to tell us what a decent rate would 
be as a mortgage broker's commission. In cases where 
there is no finder's ‘fee, and for cases where there is a 
finde's fee paid by the mortgagee. 

MR. GREENAWAY: Well, I will alwaysstate the 
method -- 

It is hard to define. You have areas: of: operation where 
Metropolitan Toronto is entirely different from the 
Suburban or 

MR, LAWRENCE:: That is right. 

MR. GREENAWAY: You get out in»the country and 
as you extend your field—. 

MR. LAWRENCE:: People get stuck on this. 
Lawyers get stuck on this rietity well. I mean, what you 
lose on the swings you gain on the round-abouts. 

MR. GREENAWAY: It all depends. I am 


not inclined to go along with you at the moment. 
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But, I would say that we would -- this is going to be 
difficuht'es=iIcwould, as I said before, I consider the 

top fee forthe type of business bhet as - as the saying it/is 
not difficult business. As you enemaan have tried 
yourself to get bonus for some of, your clients, and 

times months and months went by, and youscratch your beak 


for a possible source and: you cant find the money, 
MR, :LAWRENCE:: In my case it's youth. 


MR, GREENAWAY: And you come 
to me and I can't do it and 
then somebody else can do it. Well, somewhere along the 
line, you get what you want and you expect to, pay for it. 
You have to pay for it. But, I can see no reason why 
any person should pay more than a total cost of getting 
a first mortgage -- the total cost of five per cent, that 
would be tops. 

MR. MacDONALD: Does this include or exlude 

MR. GREENAWAY: Inclusive 

MR, MacDONALD: ... .- finder's fees? 

MR, GREENAWAY: Exclusive of -- inclusive of 
legal fee disbursements. I think that should be considere 
as a level from which there shouldn't be too much 
deviation. I think five per cent on first mortgages 
and a maximum of ten per cent on second. Now, within 
that scope we can build a platform that will take you . 

MR. LAWRENCE:: We have to start somewhere. It 
may be that one of the decisions of the Committee would 


be that there should be tariff of the mortgage brokers 
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commission, We have to start somewhere. That is the 
MR, GREENAWAY: 


MR. ‘(LAWRENCE:: Also on top of that your 
Association may 
make some suggestions here? 

MR. GREENAWAY: That is on the card. 

If there was something above that, then you would have 

to justify it. In other words, you can't have any excessiv 
charges above that, why? Youwould have 

some basis where you would have a platform that would 

be more or less of a level. -- like a thermometer. You 
would indicate: now is this thing reasonably in line, or 

is it -- well, if it is unreasonable, then you have got 
something to go on. 

MR, LAWRENCE:’: Well, the next thing is 
valuation fees. Do you think there is 
any abuse today in regardto the valuation fee? 

MR, GREENAWAY: Not the way it used to be. 
Not this professional racket of charging valuations on 
loans that never intended to make, and all that. There 
is very little being done that I know of -- very little 
now. | 

MR. MacDONALD: Yes. 

MR, GREENAWAY: In fact, I think -~- I can say 
we are practically free of that now. 

MR, LAWRENCE: = And this suggestion by Mr. 
Simone yesterday, regarding the application forms 


and the 48 hour gap, you don't think that will work. 
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MR. GREENAWAY: I don't think that will work. 
I don't think it is necessary. I doubt very much if the 
-- I am sorry I wasn't here to listen to those remarks, 
but I know that he must have had some good reason for 
suggesting it, or he wouldn't have. 

MR. MacDONALD: Why would it be a problem 
for the legitimate operator to leave the 24-hour lapse. 
You see, if the law now requires them a statement that 
he must have it 24 hours in advance so that he knows exact lly 
what he is going to sign -- that law isn't being lived 
up to, surely the spirit, the objective of the law was 
aowalid one, \Foroa person oe 

MR, GREENAWAY: There would be very few cases 
that would need to be rushed through any quicker. 

There would be no: reason why -- no reason that I could 
think of why it shouldn't happen, because I think there 
|) are cases where you have to —- --- All right. 

Go ahead and forget the regulation. If there was a matter 
of somebody's life being saved, or a lot of money being 
saved by closing a deal after tomorrow, it can be done. 
But, there wouldn't be time to have the .. 

MR, MacDONALD: No, but on the legitimate 
operator -- 

Tf he has got 24 hours, he 
knows that anytime within that 24 hours, this could either 
pay the number of times in which there would be a 
cancellation would be one ina thousand, or one in many, 
many more. So, the law wouldn't affect you. It would 


just protect the unwitting public from the operator who 
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catches them, and. . 

MR., GREENAWAY: Well, he may think it would 
protect them, but it certainly wouldn't do any harm as 
far as I am concerned I have no objections. I don't 
think it wouldaccmmplish what you are trying to do, but 
tet tsetryribd, 

However, it would be a step in the right direction. It's 
not going to do any harm. There is no reason not to 
putvoitiinto effect. As far as we are concerned, if a man 
wants to cancel ‘it. ‘after three or four days, he can 
cancel it. Unless you have spent 
money. And, if you have spent money, we want to back 
that's all. What is fair to one must be fair to-another. 
You.can't have it all on the one shoe. 

MR. LAWRENCE: On these applications of 
these matters you had to criminal charges and 
court cases here a few years ago on a switch. You went 
into that very well. I was just wondering once more, 
though if yourown association could attempt to rectify 
this by making the brokers themselves be legally respons- 
ible for finding a loan at a certain He ona amount, 
hat a certain rate of /interest made within a 
certain time, if he is going to try to attempt to make the 


borrower responsible for any expenses. 


MR. GREENAWAY: This is a very good point. 
I would like to see something done on it. Why 
should he leave a hole for the borrower if you have 


no hold on the broker's office. 


MR, :LAWRENCE:: Well, I think this would be 
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regarding.this application business. That is all I have 
got, Mr. Chairman, I would like to say that I appreciated 
Mr. Greenaway's testimony ee than anything else this 
morning, .is this matter of full disclosure; not only 
to the borrower, but tothe lender, which. is something 
that When we 
get into that field we have got to take this into 
situation 

THRE CHAIRMAN: Yes. 

MR. GREENAWAY: Well, there are points there 
that there are certain cases. As I say, when there is 
& bonus, »l .say that that ,.particularly, is,vital..to -it. 
Then you can -- you have something to pin on somebody 

doesn't take place. Whenever there is a bonus 
to a lender, then I say under those conditions, whatever 
you do, please do something about that particular situatio 
to make it compulsory for that disclosure to. be made. 
Let the lender know that there is a bonus, and then if he 
didn't get it, you would hear the noise 

from coast to. coast. 

THE CHAIRMAN: Well, Mr. Greenaway, 
we appreciate very much your coming and giving us the 
benefit of your experience in the 

MR, GREENAWAY: Well, it has been a privilege 
to be, here .and -l.certainly, . 

THE CHAIRMAN: We certainly look forward to 
having you back again when your Association is going to 
present a brief. 


Just before you go, I think Mr. Simone would lie 
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a minute or two to clear up a couple of points that have 
come up during this morning. 

MR. SIMONE: Mr. Chairman, I think there are 
two important things this Committee should know about 
bonuses. First of all, bonus agreements that I have seen 
-- and I believe with most mortgage brokers where a bonus 
is taken,ought to poect tremselves. because of the Interest 
Act by getting a ponus agreement signed but he does 


not necessarily indicate that the bonus is going to the 


lender. 


The borrower merely acknowledges that he is aware of the 
fact that a bonus has been taken, ‘Secondly, certain 
brokers have devised a very clever way of justifying the 
pocketing of a portion of the bonus by a very convenient 
method, and that is this: They will claim that they had 
bank deals for even a day; or a week, or a month, And, 
as far°as’I-can seé ona’ high"risk’- field they have 
received a commitment from a buyer in advance, and 
if they, in fact, advance their own money before they 
take the money from the lender, this is purely a mask. 
This is hardly legally justified, taking a portion of 
that bonus. 

MR, LAWRENCE!: Well sir, you have just handed 
us a revised form statement of mortgage. Why in 
the world would you put on that form under Item No. 8 (bonns 


to be paid or has been paid to the mortgagee). 


MR, GREENAWAY: I was just going t mention 


that this form 
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could state that the bonus went to the mortgagee, then you 
have got what it needs to go after the people who do not 
give this bonus to the mortgagee. 


MR. 


MR, GREENAWAY: 


MR. MacDONALD: Mr. Simone was pretty 


clear yesterday that there were witnesses - - 


MR. SIMONE: The form can be changed and 
we will 


certainly have some recommendations to make. 


MR. LAWRENCE: Very good. 


MR. GREENAWAY: (Inaudible) 


Before we adjourn, Mr. Chairman, may I 
say 

that the Association has a great ally in Mr. Simone. 

We are very proud of the work he has been doing. I know 


he doesn't like°his job.too well,’ because’ .--- 


THE CHAIRMAN: We are very proud of him too. 


THE CHAIRMAN: Would the members just wait 


a2 moment? Mrs. Dell hag some forms she wishes to hand 


out. 


---LUNCHEON ADJOURNMENT. 
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-~--UPON RESUMING: 


THE CHAIRMAN: As you will see from yowrw 
agenda, we have Mr. John M. Hallinan here with us today, 
the general manager of the Ontario Credit Union League, 
and we would ask Mr, Hallinan to.come up here now and 
make his submission. 

With Mr. Hallinan we have Mr. John H. Burton, 
the Assistant Supervisor of Examinations of the Ontario 
Credit Union League. Mr. Hallinan? 

| MR, HALLINAN: To Mr. H.J, Price, Chairman 
and members of the Select Committee on Consumer Credit. 
? "Gent lemen: 
"On behalf of the Ontario Credit Union 

"Teague Limited, we are pléased to comply with 

"your request and make herewith our submissim 

"oroviding information relevant to the scope 

"of our Committee's terms of veference. 

"INTRODUCTION: 

"We feel that the Committee might be 

"interested in the submission made recently 

"by the Ontario Credit Union League to the 

"Royal Commission on Taxation. This submission 

"will provide background information, explain- 

"ing the philosophy, underline the activities 

"of the credit union movement in the field of 

"consumer credit. Five copies are provided 

"Por the use of the Committee. 

"LOANS: 


"Appendices three and four of the submissiqn 
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"indicate the extent to which Ontario credit 
"unions are involved in loans to their 
"members. Personal and mort gage loans together, 
"ynepresent more than 85 per cent of the total 
"credit union assets. The difference between 
"personal and mortgage loans can be explained 
"be reference to the standard by-laws, 
"Article 5, Section 3, Sub-Section (C) which 
"reads as follows: 

"tNo loans shall be for-more than 

"'three thousand dollars in excess of the 

"tmember's savings, unless secured by 

"ta first mortgage on real estate. 

"tAnd in no case, shall the two of them 

"tamount on loan to any member at any 

"ttime exceed $10,000.00.'" 

"The by-laws of some larger credit unions 
"permit personal loans up to $5,000.00 and 
"mortgage loans up to $20,000.00. The Personal 
"loan limit is modified for small credit unions 
"by Article 5, Section 3, Sub-Section (B) of 
"the by-laws which reads: 

"tThe total amount on loan to any 

"tmember at any time shall not exceed 

"tone thousand dollars in excess of the 

"tmember's savings, or five ade cent 

"tof the credit union's capital deposits 

"tand surplus in excess of the member's 

teadv Rees) whichever is the greater.'" 


"INTEREST RATES: 
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"The interest rate the credit unions may 
"charge is limited by Section 29, Sub-Section 
"2 of The Credit Unions Act; (Revised Statutes 
"of Ontario, 1960) which reads: 

"tInterest, together with all charges 

"tand penalties shall not exceed one per 

"tcent per month on the unpaid balance of 

"tany loan." 

"This regulation is literally followed, 
"The credit union cannot even charge a member 
"the Weitaieal registering a chattel mortgage 
"if the interest rate on the loan is a maximum 
"of one per cent. 

"The cost of collection of delinquent 
"loans cannot be charge to the member if he 
"4s charged maximum interest. 

"the setting of the interest rate is the 
"responsibility of the Board of Directors; 
"Article 4, Section 4 of the by-laws, and the 
"true interest rate is well-publicized to the 
"members. There are no hidden charges or 
"nenalties in the credit union loan business. 
"The member may know the full cost of his 
"loan when he applies for it. 

"There is no additional charge if the 
"loan is paid up before the due date. 

"The majority of Ontario credit unions 
"charge for personal loans the maximum one 
"ner cent per month on the unpaid balance for 


"two reasons 
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"1) because of the ease of calculation. 
"One-one hundredth of the previous month's 
"balance. 
"BY because at the annual meeting of the 
"members, the latter, on the recommendatio 
"of the Board of Directors made it clear 
"a rebate of interest paid out of net 
"earnings, whether it is known; or, if 
"the expense of operation has been, and 
"what dividends should be paid on members! 
"shares. | 
"The average rebate of all interest in 
"2961 was in the neighbourhood of 16 per cent. 
npeeHApe the credit union loan interest 
"rate should be clarified. One per cent per 
"month on the unpaid balance equals 12 per 
"cent simple interest per annum, However, 
"the effective rate on a loan, repaid within 
"the year is 6-1/2 per cent. 
| "For example, a loan of one thousand 
"dollars repaid in 12 equal monthly instalments 
"would be charged total interest of $65.00, 
"or 6-1/2 per cent of the principal. This, 
"of course, is equivalent to one per cent per 
"month on the money actually in the hands of 
"the borrower. This 6-172 per compares with 
"the usual chartered bank's six per cent. 
"Very often, of course, athliac interest 


"rebate into account, the credit union rate 


"is lower than the bank's rate, Some credit 
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"unions have reduced their initial interest 
"charge, instead of paying the rebate after 
"the fiscal year-end. 

"Some credit unions have particularly 
"rural routes -- charge from a half to three- 
"quarters per cent on the monthiy balance, 
"with no rebate, of course. 

"Many of the loans involved here would 
"be from farmers and growers and would not 
"be repaid in regular, frequent instalments. 
"But, in one or two a month when the crop 
"is in, or the livestock sold. 

"A convenient formula for calculating 
"the interest on a credit union loan at 
"one per cent per month on the unpaid balance 
"based on 360-day year is as follows; 

"The number of montly instalments plus 
"one over two hundred, multiplied by the 
"orincipal amount.-- for example: What 
"interest will be paid on a loan of a thousand 
"dollars to repay in 24 monthly instalments? 

"oh + 1/200 x 1000/1 = $125.00 

"If the borrower wishes to repay the 
"loan in equal instalments, including interest, 
"all that needs to be dome is to add the 
"one hundred and twenty-five dollars to the 
"thousand, making $1125, and divide by 24, 
"oiving a monthly repayment of $46.88. ‘This 
"method of repayment is known se 'hlended 


"tinstalment!, The other method commonly 
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"used is for the borrower to repay fixed 
"amounts of principal, plus whatever the 
"actual interest is due. In the above example, 
"the borrower would pay $41.66 monthly off 
"the principal, plus $10.00 interest the 
"first. month, and successively less each 
"subsequent month. 

"THE PURPOSES OF LOANS: 

"The purposes for which personal loans 
"are made are wide are varied. 

"Section 4, Sub-Section 1, Sub-Section (B) 
"of the Credit Unions Act indi¢ates as one 
"of the objects of credit unions, the making 
"of loans to members, with or without security 
"for provident and productive purposes, 

"Loans are made for all reasonable purposes 
"at the discretion of the credit committee of 
"the individual group. Appendix A illustrates 
"this well, 

"SECURITY FOR LOANS: 

"The security taken on personal loans 
"4s indicated in Article 5, Section 3, Sub- 
"Section (D) of the by-laws which reads in 
"part: 

"th chattel mortgage and assignment 

"tof wages, or other monies receivable 

"tnd assignment of shares of the credit 

"tunion for the endorsement of a promissor 

"Inote may be deemed security. 


"'The promissory note is always taken 
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1 "twhilst a wage assignment and credit 
2 "tunion shares are the commonest forms 
3 "lof security taken.'" 
4 "Where a borrower is self-employed, an — 
5 "assignment of monies receivable is often taken. 
6 "Chattel mortgages are fairly common security 
7 "in cases of loans for new or late-model 
8 "automobiles. Such chattels are either generall 
9 "registered or covered by non- 
10 “4 insurance. 


"Homemakers often sign promissory notes 
"and sometimes wage assignments. 

"AUTHORITY TO GRANT LOANS: 

"The responsibility for the granting of 
"loans belongs to the credit committee. 

"Section 31, Sub-Section (B) of The Credit 
"Unions Act states: 
"It is the duty of the credit union to 

"consider all applicatims and approve 

"all loans to members. 

"REPAYMENT OF LOANS: 

"The Board of Directors may set loaning 
"ynolicies to which the credit committee must 
"comply. There are no regulations other than 
"those which may be set by the directors regard- 
"ing terms of repayment. 

"In practice, loan repayments are generally 
"made weekly every two weeks, semi-monthly or 


"nonthly, over periods from six months to 


"three years. Members may be permitted to 
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"refinance their loans to extend the terms in 
"cases of necessity. 

"The obtaining of a new loan to add to an 
"existing loan balance is common practice, 
"Because of the underlying philosophy of credit 
"unions, delinquents are treated as reasonably 
"are fairly as possible; and everything possible 
"is done to help the borrower in difficulty, 
rane ineene the postponing of principal payments, 
"and sometimes, waiving or reduction of interestl, 
"LOAN INSURANCE: 

"Most credit unions are life-insured 
"100 per cent up to age 70. And, insured 
"against permanent disability up to age 60 
"by the Mutual Insurance Society 
"up to a limit of $10,000.00. No extra charges 
"are made to the borrower for this insurance. 
"MORTGAGE LOANS: 

"As indicated above, any loan in excess 
"of $3,000.00 (sometimes $5,000.00), in excess 
"of member's savings must be secured by a 
ae era i mortgage on real estate. Usually, 

"total mortgage loans must not exceed 25 per 
"cent of the credit union's assets; nor, 
"nay an individual mortgage exceed 60 per 
"cent of the appraised value of the property 
"offered as security. 

"A five-year renewal clause in the mortgage 
"agreement is mandatory. 


"Usually, only large credit unions with 
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"considerable surplus funds make mortgage 
"loans, as priority is always given to 
"personal loan requirements. 
"Interest rates vary from 5-1/2 to 
"7 per cent, calculated either ona 
"monthly-quarterly or semi-annual basis. 
"Loans are usually insured at no 
"extra cost to the borrower. The borrower 
"bears the legal cost of the mortgage, 
"because the total charge would not exceed 
"the legal maximum of one per cent per 
"month on the unpaid balance. 
"Credit unions are not permitted to 
"take second mortgages, except as security 
"on personal loans." 
And Appendix A is following -- 
"PURPOSES AND LOANS: 
"The following are actual extracts 
"From credit committee reports of three 
"of Ontario credit unions' annual reports 
"showing breakdowns of loans made during 
"She year." 
THE CHAIRMAN: Thank you very much, Mr. 
Hallinan. Is there anything you wish to add to your 
submission at this time? 
MR. HALLINAN: I can't think of anything, 
Mr, Chairman. 
THE CHAIRMAN: Fine. We may have some questions, 
but. I thinks. ,u% 


MR, LAWRENCE: Too bad Mr. White isn't here, 
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1 THE CHAIRMAN: Pardon? 

) . MR. LAWRENCE: Too bad Mr. White isn't here. 
3 THE CHAIRMAN: Oh unfortunately, yes. 

4 MR. LAWRENCE: I am curious about the life 


5] of first mortgages. 


7\| second and third; sometimes even fourth. 

8 In your examples there, it always must be 

gi secured by a first mortgage loan. Except in the 

10|| very last sentence you say credit unions are not 

11] permitted to take second mortgages, except as security 
12|| on personal loans. In actual fact, they do take a fair 


13 number of second mortgages 


14 MR, HALLINAN: Provided they are less than -- 
15 

16 MR. LAWRENCE: $3,000.00. 

17 

18 MR. HALLINAN: 

19 MR. LAWRENCE: I mean, I am not saying this 


20||is a bad thing. 

21 MR, HALLINAN: No. 

22 MR. LAWRENCE: I think this is a wonderful 

23|| thing to get these loans from you people at a much better 
24|| rate of interest, of course, than they can in the second 

25 || mortgage field. I am not criticizing. 

26 MR. LETHERBY: If a member had $2,000.00 in 

27| shares. .o ws 

28 THE CHAIRMAN: Would you speak up? 

29 MR. LETHERBY: If a member had $2,000.00, in shares 


it is conceivable he could have a personal loan of $5,000.00 


hy : i oi Snoebrsa 


ete. d'rat et tdW. .iM ped ooP 


4 :HQUSAWAI . AM 
“4 .29y .eletsaudrotnw sO :MAMALAHO ZHT 
_ 
| stil ond tuods avoiave ms I 3H OWAAHWAL — | 
a eegsatiom terti t0 be, 
“ | . 
Asiwmol meve somttemos 2bxtdd ors me. 
ed gaum ayswis ci ,.srsdt selqmsxse moy at 
edt at tqeoxd . meol exsgdaom textt s yd beawose | 
q 
ton ots anoiny gibeto yaa voy esonednse tesl wov ji 
ydirvose aB tqeoxs .s9nsadrom briossa olst of seve becoeten 
xtst s mss ob yeds .gost Isutos al, -..ansol [snoateg oa 
| gogsadaom bnoose ‘to codmust It 
= teri aeol sexs yods pbebivord sMAMLIGAH .AM | 
.00,000,.€8  :@OWESIWAI ).AM 
, | 
os :MAMLLIAR . AM 
4 aint gatysa ton ms I .»nsem I . :a0UEAHWAL .AM 
epnidd bed & af 
“s 40.) 4WAMTGIAR AM | 
a | 
4 Ivtusbnow 6 af atdd aAntdd 1. :ROMBAWAI 9M | 
" . 


i brooea od ai aso yodd madd .sarsoo to .tasretnlt Yo sist igs 


a q 
4 | -giistottiqco dom ms I. .bLet? sgsstiom |e 
| nt 00.000,S¢ bsd sedmem 8 Tl :YaARHTHI .AM (fos 


wetdgpoun  Squ Assge voy binoW 


a 
’ 


Pe | iz mt ~00.000, 


oe , : a res 
, en i fc : - 
a: d aes 


) 


| setsed dovm s ts elqoeq voy mort amsol szedd deg o¢ gnidt les 


Sé beri r9odmem s tI 


— 


“ 
a 
~~ 
et 


| . | 
som So @etsde 71 
= 


An 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO : bee 


secured, by a ceaada mortgage. 
MR, REILLY: ; And any RONh to the standar 
by-laws -- are these mandatory on the credit unions to 
-- aS a standard by-law? | 
MR. HALLINAN: Yes, they are. 
MR, REITLGY:>: They are. They are mandatory. 
MR, HALLINAN: They are by-laws agreed on by 
the Department of Insurance on our lien, and they ne 
developed over the years. From time to time, they ata 
amended in the light of change of traditions, 
| MR. REILLY: But; I mean’in effect. then,), the 
credit unions themselves cannot draw up by-laws for 
themselves. That is, they are difference from the standar 
by-law. Is that right? 
MR, HALLINAN: They permit of certain modific- 
ations. of operations, but, by and large they have to 
go by the standard by-laws. 
THE CHAIRMAN: Mr, MacDonald? 
MR. MacDONALD: Well, I have only one commmt. 
I regret Mr. White isn't here, because the interesting 
thing here is that you get two circumstances which are 
the reverse of what we normally have heard. Here you 
have benefits, such as insurance and charges for -- legal 
charges @Nd so on, which are frees. beyond the 12 per 
cent minimum. 
Secondly, where the interest rate is stated 
at 12, the effective rate is really six and a half. Whereas, 


normally, we are faced with the problem that it is stated 
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2|| All very commendable. 
MR, «HALLINAN: Pardon? 
MR. MecDowid: All very commendable. 
THE CHAIRMAN: Mr. Letherby? 
MR. LETHERBY: Oh I think, Mr. Chairman, 
it is a very excellent brief; very simphntiéas and I 
think it is very, very good. 
THE CHATRMAN: Any questions you would like 
to ask? 
MR, LETHERBY: No questions. 
. MR, BELANGER: I was going to ask one question: 
Do you find that as far as application is concerned, 
purchase of automobiles and so forth? 
It is increasing considerably. 
Is:that not right 
MR. HANNINAN: In that one particular field -- 
you mean in automobiles? 
MR, BELANGER: Yes. Out of the commercial -- 
you know, the applications for loans to the credit 


unions, are they increasing today quite a bit, 


more people are going there for the direct purpose to 
borrow to purchase cars instead of doing it say, through 
a finance company? 

MR. HANNINAN: I would suggest that is a fair 
observation. 

MR. REILLY: This appendix -- is that for '61 
or '62? 


MR, HANNINAN: That would be '62, 
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MR. REILLY: Could I get some background on 


League is concerned - how many units there are across the 
Province? 

MR. HALLINAN: There are approximately 1,450 
credit unions with a membership of 550,000 persons; 
combined assets of a major -- just a round figure -- of 
about $275,000,000.00. 

MR. SEDGEWICK: This is the money of your sub- 
scribers which you lend to your subscribers? 

MR. HALLINAN: That is true. 

You see, a credit union, first,.of tadh, is 
organized among a group of people who have a common bond 
of interest; either appointed or membership in, say, a 
church or sovjion piihenfirst; basis. of, ay ,enedit,.union,As 
to encourage the habit of thrift. And that can only be 
done by encouraging the people to — regular deposits, 
either by payroll deduction or by voluntary -- coming 
in every week. 

Well, from the deposited funds of all the 
members, there is created a source of credit for any per- 
son to draw. 

MR. .sedgewick: From those deposited funds, they 
the dividends or interest 

MR, HALLINAN: Well, we like to look upon the 
more permanent savings of the members as shares, and 
that -- 

MR. SEDGEWICK: Yes. And what shares do they 
get.-- dividends? 


MR, HALLINAN: They draw dividends on shares an 
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interest on their deposit accounts. There are two types 
of accounts -- savings accounts in the credit union, 

MR, SEDGWICK: Well; the man who saves a thous- 
and dollars. nneie, say that's an average, if there is 
an average, would be what returns; something like six 
per cent? | 

MR, HALLINAN: Not quite that high. Usually 
about four and a half. 

MR. SEDGWICK: I see. 

MR. HALLINAN: Of course, it depends on the 
earnings of the credit union. 

MR. SEDGWICK: 1 understand that because they 
would vary. 

MR, HALLINAN: That is true. 

MR, BUKATOR: There is an insurance amount in 

there too if you pay two thousand dollars, then you 
have that many shares and the principal was to die, 
your credit union gives the widow iow thousand dollars 
insurance? | 

MR, HALLINAN: That is correct. 

MR, BUKATOR: On top of the savings that you 
have, it comes out to four thousand dollars. 

MR. SEDGWICK: Well, this would be equivalent - 

MR, BUKATOR: 

MR. SEDGWICK: -- double the amount 

MR. HALLINAN: In both cases. - You see, we 
have two contracts with our own insurance company which 


is owned by credit unions -- ‘Thuna Insurance Society. 


MR. HALLINAN: Life -- 
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MR. SEDGEWICK: Is that Thuna?® 

MR, HALLINAN: Yes. Life savings insurance 
in which the savings are doubled up to two thousand 
dedderst if they are put in before age 55, and a proportion- 
ate amount between 55 and 70, and the loan protection 
contract which wipes out the loan in the event of the 
borrower's death. 

MR. LAWRENCE: How do you pronouce that 
SMT. 22 T. usw aol? 

MR. HALLINAN: Tun as. 

MR. LAWRENCE: Thes head»office dsodn the 
| States somewhere, isn't) it? 

MR. HALLINAN: The head office is in Madison, 
Wisconsin. The Canadian head office is in Hamilton. 

Now, right off the bat, I know»somebody is 
going toosay, wellyis this. another Yankee: outfit? 

Well, we have got you beat there, because 
from the time Tuna Mutual opened up. business, in Canada 
in 1937, the head office in» Madison: deposited a hundred 
thousand dollars with the Canadian Government in Ottawa, 
and there hasn't been a nickel of Canadian money leave 
this country. All the premiums are deposited in Canada; 
all the claims are paid from the -- I think it is the 
Bank of Montreal that they deal with, and it is all 
kept right here in Canada. We have our own Canadian 
Manager. As a matter of fact, it is a Canadian who is 
the treasurer of the whole society. He is also the 
comptroller of our League, but there is no conflict of 
interest. 


MR, MacDONALD: What size are shares, usually? 


~Ssnudl tend el :HOTWHOdTSA. .AM.9 snared | 
ne 
eonsiuent asatvse eth .aoY :WAMIUIAH ,AM ~~ ei 


Orieavonds owt od qu beldwob os apittvse sit dotdw of 


oS See hs: 


potsxoqoxg: 8 Dis ,~t@e ogs sre'ted at tuq sas yods. ae jerstton | | 
nottootorq meéol ant» bas. .OY bascd meawiéed dnyoms. ods | eS 
eit to tnevs oft ot osof sdt tuo asqiw dotdw tosriioo (2 > 
% | an “lidtesb a'seworrod | 
=: tsdt. 9ouonexg voy ob woH SCOMAARWAI . AM sy dred a 
| Tees Te 8 BA ole 

6 au'T sWAMLLIAH .AM [OL 

edt mi at soktto bsed sAT sSOMEAWAL .. AM gutoieo Fa 


dt F'oak .stadtwomoa acisda [St 


, g 
MoatbseM at at eottto been eAxT <sWAMIDIAH .AM.» , yee 


-aotfitmsH mt ak eottto besd methensO.odT .mtenooatW fat 


| 


at ybodemoe- wor I ted edd tio tdgit wot 7 


Sditivo solnsY todtens etdd et Ifow .ysa. od-antogs 2 = 

an 

savsood. ,etsds tssd voy tog sven ow _ [Low a ~ 
&f 


ret 


BbSNs0. Ab eeonitud qu benego L[eudgeoM: sayT omtd odd mort 
beybaud s botteoqeb ncoafbsM nt sottto bsed odd . Veer at 
.<6wssITO mt InomiveveD nsibsasd offs Adiw arsifob basevods 
| ~evsel Youom asthsrsd \to Leloln s mesdid'aasd orsdt bas | 
|} ¢8bsnc0 ni betiacqeb eis amutmenq edt fan Yates atid 
of «edd al gi Antd? I ----oedti mort bisq ots amtefo edt ffs | 

ffs aft gi bas .dittw [seb yedt ded? LsortnoM to Nasd | 

nsibensO awo iso oved SW  .sbsns0 mi oven train tasy | 
al odw asibensd) s at gf .tosl to retiam s aA a 
ent osfs ai 3H .yteioosr eslodw ert to tenuesort ods . 


fo YotLtnos on at oxsdt dud .ovased mematen sey! * 


‘oT Tt 


tasisd: 
7 =, ian a Pian 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO : 360 


MR, HALLINAN: Usually five dollars. 

MR. MacDONALD: And this four and a half per 
cent that you said was the interest paid. Would this 
become the shares from the deposits or both? What is 
the relationship there? 

MR. HALLINAN: Well, they usually pay a fixed 
interest rate on deposits. What would you say, John -- 
there.anda half? 

MR. BURTON: Three and a half to four. 

MR. HAILINAN: Three and a half to four. 

And usually, the dividends on shares average about four 
and a half per cent throughout the Province. 

MR, SEDGWICK: Mr. Hallinan, it may be said 
that you have a great advantage, because you are free 
from ordinary taxation. But, I take it that the dividends 
which are paid to your shareholders are subject to 
ordinary income tax? 

MR. HALLINAN: That is quite true; sir, 

MR, SEDGWICK: And the interest? 

MR, HALLINAN: Yes. 

MR, SEDGWICK: Yes. 

MR. HALLINAN: We have to report on the Te5. 

MR, SEDGWICK: Yes. 

MR.HALLINAN: To the Department. 

MR, SEDGWICK: So it could be said that you 
have an advantage. 

MR. HALLINAN: They give that 

MR. SEDGWICK: An advantage in the sense that 
you don't pay any corporate tax yourselves. But, you 


do pay ordinary income taxes on what might be called your 
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pay-out. Is that right? 

MR. HALLINAN: That is right. The money -- 
the dividends and the interest is taxable in the hands 
of the members. 

MR, SEDGWICK: The members who receive that? 

MR, HALLINAN: That is true. 

MR. REILLY: I think, Mr. Chairman, I might add 
to Mr, Sedgwick -- I don't believe that those dividends 
though, in the hands of the recipient are subject to the 
20 per cent dividend tax credit; is that true? 

MR. HALLINAN: That is quite correct, sir. 

MR. SEDGEWICK: They do not get this, eh? 

MR, IRWIN: °© In other words, comparing the 
eredit union profits with a corporation that was only 
making $35,000.00 or less, there would be a rough 
equation on the ultimate instance of tax. The corporation 
earning less than $35,000.00 would pay a corporate tax, 
combined provincial and federal of 23 per cent. Then, 
the dividends paid to the recipient or the shareholders 
would be subject to a 20 per cent dividend tax credit, 
lwhich is intended to offset corporate tax. 

Now, in the case of the credit union, I under- 
stand that the credit union isn't subject to corporation 
tax. But, on the other hand, the shareholder is entitled 
to the 20 per cent tax credit, and I would gather that the 
net effect is that the corporation tax and combined income 
tax on the corporate shareholder is 3 per cent; as compared 
with the credit union. 


MR, LAWRENCE: Do all Ontario credit unions have 
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to belong to the Credit League? 

MR. HALLINAN: No. It is a purely voluntary 
Association. But, 95 per cent of the English-speaking 
credit unions are members of our League. And, the 
caisse populaire, which is the French-speaking equiva lent 
are members of the Federation (fr.). 

MR, LAWRENCE: That is the main group 
I mean, are there others outside the two main groups? 

MR. HALLINAN: There are two or three larger 
type unions that aren't in the League; but as I say, 

95 per cent of those eligible are members. 

MR. SEDGEWICK: Mr, Hallinan, and as to 
solvency, are you inter-dependent? That is, if one 
credit union had a bad experience, would the other 
eredit unions come to the assistance of that unfortunate? 

MR, HALLINAN: Yes. We have established, 
just within the past two years, a plan known as the 
"stabilization fund", and it is set up to do just exactly 
the type of thing you suggest. 

MR, SEDGEWICK: So, that if there is a lame 
duck, the others help him out; is that right ? 

MR. HALLINAN: That is right. 

MR. REILLY: Is it compulsory though, for these 
other credit unions to pay into the fund? 

MR. HALLINAN: No. 

MR; REILLY: I mean, part and parcel? 

MR. HALLINAN: It is not compulsory, but it 
would appear that they will all be in within a very short 
while. 


MR, MacDONALD: What is the amount contributed? 
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MR, HALLINAN: One half of one per cent of thei 
total assets. | 

MR, REILLY: Mr, Hallinan, have you had 
occasion to use this fund yet? 

MR, HALLINAN:s Yes we have. We have liquidated 
six of them this. year. 

Tesee. 

MR, SEDGEWICK: And then you do the salvage, 
do you? 

MR. HALLINAN:. Yes. 

MR, SEDGEWICK: You take over whatever the 
debts may be? 

MR. HALLINAN: That is right. 

MR, SEDGEWICK: I suppose your overall experienc 
will not be too bad, and in the long run you will salvage 
maybe 90 per cent? 

MR, HALLINAN: That is -- oh, yes. 

I understand that a question was raised about 
a credit union in London? 

THE CHAIRMAN: Yes. 

MR. HALLINAN: Well, I have got good news for 
you. They joined the stabilization fund as of this 
morning, and they will be looked after. 

MR, SEDGEWICK: So everyone will be paid 

committee 

MR, LAWRENCE: The/ may have been producing 
results already. 

(Laughter. ) 

MR, MacDONALD: You mean they could join 
following their getting into difficulty? 


MR. HALLINAN: In that particular case we made 
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an exception, because the fund -- in certain credit unions 
we thought we were going to have a loss. We found 
collecting the outstandings then the fund started to make 
money, and we used that bumper to take care of it. 

MR, SEDGEWICK:Also, you do have a cushion, do 
you, an overall cushion? 

MR. HALLINAN: Yes. 

MR, BELANGER: What pracedure would you 
follow when you have an application of say -- say a 
firm wants to establish a credit union there, in that 
firm, you’ see, in their organization. Then, they must 
make an application 

MR. HALLINAN: Yes. If they are applying to 
us for assistance in organizing a credit union, we have 
specialists in the field of organization. We go down and 

explain the entire setup to the management and the 
employees; prepare the necessary papers; the memorandum 
to the Association and the other documents which go with 
it, and it is submitted to the Provincial Secretary who, 
in turn, clears it with the Department of Insurance. Then, 
the charter is granted, and then our professional staff 
go in and help them establish their accounting systems 
and so on. 
I see you take 
MR, BELANGER: How do you following it after- 

wards; I mean, to see whether it is going to be solvent 
or not, or you are going to be. . 

MR. HALLINAN: Well, we have our League 
representatives who are qualified in the field as 


accountants. We regularly inspect them. Working with 
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examined or inspected at least once every year. Once 
by us, and then the alternative year by the Department of 
Insurance. Then, in the meantime, if a credit union 
feels that it is getting into difficulty, they can always 
contact us, and we have met all over the Province. We 
have met in the Lakehead, Sudbury, Ottawa, Windsor, Hamiltan, 
Kitchener, and so on. And, they go right in and correct 
the system. 

MR, REILLY: What do they pay you as a member 
of the Credit Union League? 

MR, HALLINAN: Each credit union pays us one 
dollar per year for every member over the age of 18, 
as outlined in The Credit Unions Act. Section 53 of the 
| Act -- The Credit Unions pred 

MR, LAWRENCE: When Mr. Jaffray was here 
the other day, we thought -- there was a suggestion which, 
I regret it was not by me, but that first of all, your 
reserve fund -- I mean, in a declining economy 
which I don't think we are into yet. Perhaps it is 
not as great as it should be for the individual credit 
union; and secondly, that there wasn't enough supervision 
or, that that matter even help, ‘in the way of investment 
for the individual credit union in the investment field. 
But, largely the investments for these people have got 
in the hands of inexperienced people, and this, in turn, 
is going to lead to trouble in the future. I am just 
bringing this out to you. It is perhaps unfortunate 
that we didn't have you people here the same day we 


had Mr. Jaffray, or vice-versa, so that we could. . 
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2| expressed to you 29 not, and I thought you might have 
some comment on it. What about the reserve fund in the 
Act -- what do they put it -- 20 per cent? 

MR. HALLINAN: 20 per cent, of the net earning 
in the guarantee fund, 

In many cases it is adequate. In some cases 
it may not be adequate, but it is building up each year, 

Now, I can't go along with the suggestion that 
they are all amateurs that don't know much about financing 
I was at a meeting a week ago -- the Steel Company of 
Canada has a credit union called "STELCO Hamilton Works", 
| which will be celebrating its 25th anniversary next 
year. It has 9,000 members and $12,000,000.00 in assets. 
It was started,and carried ne a group of ordinary steel 
workers, Of course, now, it has a professional staff; 
it has its own building. But, as a credit union progresseg, 
and it employs full-time personnel, they are just as 
qualified in their field as the staff in any other 
financial institution. 

MR, REILLY: What was the difficulty with 
the six firms -- six unions that had to be liquidated? 

MR, HALLINAN: It was nothing in the financial 
way; it happened that six companies just folded up or 
moved out of the area. 

MR. REILLY: So they just discontinued 
operations at this point, did they? 

MR. HALLINAN: That is right, the basic 
loan of the Prime Bond Association had 


dissipated, you s@é, when the employer moved out. And, I 


a. 
need bed atdgvodd eaedt teiterw word Sinbip 1 tet 


. . 
ae Ye 
mo 


Na eved digits soy siguodt I brs .tom 10 voy ot ar - | 
<4 ond mi bayt evrseer ont duods tadW .di mo. Re 
2% tines teq-OS' == tb dug Yord Ob dsriwi- goa |? 
4 ee ten sds to ~tnso wsq OS %¢UAMIIIAN —_ Leet 


easeso smoa mil .eteupsbs efi gi esaso yaam al 


Pbue | yu Fs 
es 
2's 


a} 


sresy dose qu antbiind et tf tnd .staupsbs ed tom Tem od 


tsdt aotteesagve sdi dgiw gnols on t'nso I woul: 


q 
i 


Lanitennsiht tjuods doum wonN t'nob tsrit exvetems [{[s srs vecis JOE 


to yasqmod Loesta odd -- ogs°deew s eran 8 JS aie ial 


| ,ateaes nt 00.000.000.Sf¢ bas erodmom 0000 esd 37 . T88Y | 

iIsova yisnibro Io quorm 5 ey bafterss bas bedrets esw $T |} 
Be sttete Isroteasctong s asi tit .wom .Shaoo TO ative 
- bosesrgord nofanny tibeto s es .js@ .anibiinvd awo agi ascot | TE 
es Jaul ets yont .featoatrsq emidt-Iint ayolqme tr ps | 


ts ‘tedto yas ni tiste sit es bistt ttedd mt bettiiswp | 


foldusttant fstonenrt |i 


dtiw ylfvottiib sdi esw ssAwW o¥IITSA 5M A 88 308-9 


yah eee 


oC 13 
xsa08) 


i= be 


a, Tee ied 
x 
“oy 


—. m ee 2 
. i) <S 


Spetebtupif sd ot bed tedd enotan xte <~ earl? xbe odd | 


‘| Estonsnts odd ni gaatdton easw tL +MAWIJUAN .AM 


\ a 


wae 


beynitsmooatb vast yeds o2 : YTS ro 


ji. 

fyent btb .tnftogq aidt: ts nena 
|} ofesd “ont distr at seat a A: 
ae be 
- 3S eee aaah nes ie 


¥ 
ate 
a : 
vied a a : = 
ti 4 » a3 


aa 


ANGUS, STONEHOUSE & CO. LTD. 357 
TORONTO, ONTARIO 


might point out that te every case they were paid a hundre 
cents on the dollar. 
MR. LAWRENCE: One other difficulty that was 

-- mention was made the other day that these are not --- 
I have no personal knowledge -=-- anything I have had to 

do | with a credit union has been 
a very wonderful experience as far as the people I have 
been acting for. But, the thought was expressed that 
the danger of -- perhaps if a sharp operator came into 
the ¢redit union field again, and there becomes sort of 
curtailment of membership -- new memberships. So that 
eventually, you get the thing down to a small number of 
individuals, and then the thought was expressed: Bang -- 


then they cut the line. 


Is this possible, under the standard by-laws, 
for a curtailment of memberships so that this is possible? 
MR. HALLINAN: Strictly speaking, no. Any 
person that qualifies for membership gets it. 
MR. LAWRENCE: Well, I think that this came 
from Mr. Jaffray, if I am not mistaken, that this was 
a danger that the Department was looking into. 
MR, HALLINAN: But, I don't think that there 
is any real danger. 
MR. LAWRENCE: You have no knowledge of anythin 
like this going on, or any 
MR, HALLINAN: No. 
MR. BURTON: I wonder, Mr, Chairman, if I 
could mention ore or two more points that have 


been raised. Regarding the possibility --~ the adequacy 
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There are more than 40 credit unions 
in the Province with assets of more than a million dollars. 
Almost all of them have much bigger reserves than they 
would have if they were private corporations. For 
instance, the largest is the Hydro, ECTO, which 
has $13,000,000.00 in assets. 

MR. LAWRENCE: How much? 

MR, BURTON: .$13,000,000.00.. And they have 
a guarantee fund, well in excess of half a million 
dollars, because they have been putting in 20 per cent 
oftheir net profits, ever since incorporation. And, 
their write-off experience is very, very small. They write 
off nearly $1,500.00 put about anything up to 

$100,000.00 into the 

guarantee fund each year for the last two or threeyears. 
And, if there was a recession, some smaller credit unions might 
find it difficulti/to, but the big ones built up such large 


reserves; legislative spending to reduce the transverse 


MR. LAWRENCE: Well, of course, Mr. Burton 
our job as legislators is not to look after the people 
who are well qualified to look after themselves. The 


dangerous position is a very small minority in every field 


MR. BURTON: Well, yes, indeed. 
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MR. LAWRENCE: With your stabilization fund 
being complete ly ala uaihy. though, isn't the tendency 
going to be that the ones that have the need of 
trouble-shooters or the need of the stabilization fund 
aren't going to have anything to do with it? 


MR, BURTON: No, quite the reverse. 


WR: HALLINAN: Thée-reverse is true... There 
are two -- one that you mentioned -- another large 
drddad tuarol in’the*city, or -not-in the city’, But, the 
ones that could anticipate trouble were among the first 
to join. 
MR. MacDONALD: To give you that 
protection now. 
MR. LAWRENCE: Well, why not make it compulsory? 
MR. HALLINAN: Well, we in a democracy dm't 


( 
like to consult people in gentle persuasion 


MR. SEDGWICK: Mr. Hallinan, I am looking at 
page 4 in your brief, and I see that you have taken 
assignment of wages as a security. In your particular 
case there is the duegie employer-employee relation. 

MR. HALLINAN: We have met with a little in 
the odd placer orsuv Ty. 

MR. SEDGWICK: By assignment of wages, do you 
mean that the pro rata amount of the debt is deducted 
by the employer weekly or monthly, and then paid to the 


union? 


MR. HALLINAN: Yes. 
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MR. SEDGWICK: So that 1t is like an income 
tax deduction? 

MR, HALLINAN: That right. 

MR. SEDGWICK: And of course purely voluntary 
on he part of the employer? He doesn't have to do it. 

MR, HALLINAN: Oh yes. There is a law covering 
that -- 

MR. SEDGWICK: Oh, is there? 

MR. HALLINAN: . Yes. 

MR. SEDGWICK: Oh I see, under the credit union. 

MR, HALLINAN: Under The Wages Act, Mr. 
MacDonald. If we file the assignment with it. 


MR.: SEDGEWICK:. . And you do that regularly. 


MR. HALLINAN: No. The only time we ever file 
an assignment with the employer, is when the loan becomes 
seriously delinquent and the borrower is making no attempt 
to straighten it out. 

MR. SEDGEWICK: . Do you file any assignment 


of wages in connection with the copy 


MR.,HALLINAN: No. No, no. They can assign a 
eae payroll deductim, for they voluntarily 
instruct the employer to take off extra. 
MR, SEDGWICKs And then the employer, as a 
matter of grace deducts this payment to you. 
MR. HALLINAN: .Yes. That is precisely correct. 
MR, LAWRENCE: JI am sorry, Mr. Burton, 
I interrrupted you there, when you were going to. . 


MR, SEDGWICK: I am afraid I did too. 
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MR. BURTON: Mr. Sedgwick, Mr. Hallinan. I 
think you did raise the point about some people 
ibde not being in.offices qualified in the field o 
investment. ; 

Did you mean investment outside the 

eredit union? 

MR, LAWRENCE: 

Well, this is a suggestion made that this, 


basically, is the trouble of this lending money 


MR. BURTON: Generally, generally speaking, yes 

MR. LAWRENCE: 

One ran ae oe We 
I don't know whether it was said publicly here or not, 
but privately it was: said. 

MR. BURTON: Well, generally speaking, this 
isn't important in the majority of credit unions, because 
our statistics show that almost 100 per cent of the money 
which a great many peers put into their credit unions is jout 
on loan, 

(MR, SEDGEWICK: That is to their own members? 

MR, BURTON: Yes. 

MR, SEDGEWICK: And then, I suppose they buy © 
by short term money, as a rule; do they? 

MR. BURTON: 

Yes. Mainly by depositing in the League. The League has 
a central fund, atid VAey : 

MR, SEDGEWICK: Oh I see, I see. 

MR. BURTON: . . . the bulk of the short-term 
surpluses go into relief funds. 

MR, SEDGEWICK: Then it gives them whatever 


short-térm money is worth, almost demand money; is that 


right? 
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MR. BURTON: Yes. 


So, there are very few places 
that need to =--=- there are nome that need to turn to out- 
side investments, 


but a few of them do. And perieite Ty) they are the ones 
that are qualified to do it. They have a qualified . 

MR, IRWIN: What restrictions are there 
in dealing in outside investments? 

MR, HALLINAN: Basically, they are governed 
by the same regulations that govern the joint -- the 
investments by joint stock insurance companies. Now, 
you gentlemen, as, La, of course you will 
appreciate that it is a very complicated section of the 
brokerage. . 

MR, SEDGEWICK: There is a certain amount of 
equity and so forth? 

MR. HALLINAN: That is right. And, they had 
to pay the dividend for X number of -- 

MR. SEDGEWICK: Yes, I know, seven years. 

MR. HALLINAN: Yes. 

MR. BURTON: There is one exception of the 
printing is not allowed to purchase multiliths. 

MR. SEDGEWICK: I see. 
They can lend their own to 
their tiembers, but they can't purchase: multiliths. 

MR. SEDGEWICK: If you take a second mortgage, 
you do like a bank. You only take it as additional 
security; is that right? 

MR. HALLINAN:: Yes, that is right. 
MR, SEDGEWICK::: It is almost precisely the position 


of a bank, at the moment. 
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MR. MacDONALD: What series, of duplicatio 
is there in your 550,000 members in the sense of a 
member being a member of a number of credit unions. 
I have been rather curious about this point. “Is"it 
significant? 

MR, HALDINAN: I wouldn't think so, although, 
let's face it. There are, I know many cases where there 
is duplication, and it would be rather hard for us to 
find out. In other words, if a man could be a member 
of a credit union where he works and also a member of a 
Cnhuoren creully UNLOn, ocr eee | 

THE CHAIRMAN: There wouldn't be any 
particular op sedition Seanbesiwoula: there? 


MR. SEDGEWICK: There is no harm 


rf 
UA 


five baskets all in one 

MR, HALLINAN: It's an advantage from an 
insurance point of view, because if he has two thousand 
in different credit unions, and those credit unions 
carry that insurance, well then he gets the benefit. 

I know one chap who -- in fact, he is a 
director of ours -- a few years ago, he was a member 
of five credit unions. And it was legitimate, he started 
off in the Civil Service, and once you are a member, 
you may continue membership at the discretion of the Board. 
When he died, his wife got $10,000.00 in additional 


insurance, 
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THE CHAIRMAN : Mr, Irwin has a question? 

MR, IRWIN: I wanted to ask several questions 
which has aroused my curiosity, In the credit unions -- 
that is, we are dealing with ROTA ae opposed to 
operating grocery stores or things like that, is the 
dividend based on patronage in the sense that the 
dividend would be paid by formula on the shares plus 
the deposit, plus, let's say the loans that that person 
might have with a credit union? In other words, does 
a person -- a member of a credit union who also is 
borrowing from the credit union, does he participate in 
the dividends by reason of his borrowing? 

In other words, is there a patronage 

MR, HALLINAN: Well, the dividends are based 
on his savings, only. 

But, he may get a rebate on the interest he 
has paid on his loan. You mentioned that the average 
rebate on a loan is 16 per cent. So, for every dollar 
of interest he paid during that fiscal year, he would 
receive in return .16¢. 

MR. IRWIN: His participation as a borrower 
is at the discretion, I presume, of the directors of the 
credit union. It isn't -- but, his participation as a 
shareholder is automatic; is that right? 

MR. HALLINAN: No. Both ‘heer have to be 
approved by the general membership upon the recommendatio 
of the Board of Directors. 

In other words, the Board of Directors would 
come into the annual meeting and say "We recommend that 


a dividend of four per cent be paid on all shares out- 
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standing as of such a date, provided a like amount be 
paid for a period of time during which they were paid 
up; and a rebate of X per cent be paid on interest." 

MR. SEDGEWICK: That is to all people who 
have paid interest? 

MR, HALLINAN: That is true. 

MR. SEDGEWLCK: They would get a rebate 
of so much, so that the profits, whatever they may be 
are split between the person qua ‘shareholdér “arid “the 
person’ --~ it could be more than :the. same person +-- ‘qua 
borrower. 

MR, HALLINAN: That is true. In other words, 
we feel that the person who helps create the profits 
should share them. And, that the person who set up the 
capital is entitled to a fair return. 

i In other words, we are trying to get a perfectl 
balanced scale and treat everybody justly. 
MR. IRWIN: I am not entirely clear -- 
I understand what you said, but there. is an implication 
here that I would like to pursue. Presumably, credit 
unions must distribute their earnings, because they are 
not a profit organization. 

MR. HALLINAN: Well, there is no law that says 
they can't be. 

MR. IRWIN: Well, that's why I wanted 
to find out. There isn't, eh? 

MR. HALLINAN: No. 

MR. IRWIN: In other words, it is 
possible, following the line of thought which Mr. Lawrence 


raised that perhaps more by accident than design, if a 
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board of directors of a credit union elected, over a 
term of years to not pay out the profits; and then, 

by chance, the.credit union that started out with a 
thousand members after othe passage of 25 years ended 

up with a hundred members, then those people might find 
it to their advantage to divide the whole thing.up; 
thereby cutting out all of the borrowers and all the 
depositers in the meantime. 

MR. HALLINAN: Yes, but you are overlooking 
one thing: that a credit union is bound by its. by-laws 
to hald an annual meeting, and I couldn't conceive of 
any board of directors convincing an annual meeting to 
put the money that these people made <f or GndiBY’themsélves 
invany other way than distribution. 

MR, LRWIN: Well, I am now -- at least 
my line of questioning is answering, but I do wonder 
whether this isn't altogether a matter that should be 
left entirely to the discretion of the shareholders from 
time to time of the credit union. I am quite amazed 
to discover that there isn't any actual direction in 
the legislation and to when and how at least a minimum 
distribution should take place, 

MR, HALLINAN: Well, I think the thing auto- 
matically takes care of itself. 

MR. IRWIN: Well, there is -- 

MR, HALLINAN: I mean the members at an 
annual meeting -- any annual meeting I have attended, 
and I have: attended hundreds in the last 16 years -- 
the most interesting part of the thing, outside of the 


election of the directors is "how they are going to slice 
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the melon." I mean, the fellows that are doing all the 
saving -- they say, well, let's cut the rebate down, 

and the fellows that are doing all the borrowing, they 
say, well, let's lower the dividend and raise ‘the rebate. 
It makes very interesting discussion. 

MR, IRWIN: A further question then, along 
that line -- would it be possible for a person to borrow 
fron a credit union without being a member of a credit 
union? 

MR, HALLINAN: No. You have to be a member. 

MR. IRWIN: So that any borrower then, has a 
vote at the annual meeting, as a member. 

MR. HALLINAN: Yes, that is true. 

MR. IRWIN: White I just passed that comment 
along, IT am -- 

MR. LAWRENCE: Yes.: It doesn't take you very 
much. The moment you buy a share, you can go out and 
borrow, or make your application to borrow, and then 
it goes before: thé board of directors, and then they see 
whether you are a good risk. 

MRewHALLINAN: In'fact, you don't even have to 
buy a full share. You pay your entrance fee of .25¢, 
and at least the firstinstaliment on the share; your 
membership is accepted by the board of directors; and 
then you go to see the credit committee about a little 
accommodation. 

MR. IRWIN: This is hardly facetious, 
but it does leave: the possibility of a person telegraphin 
ener interests and joining every credit union in 


Ontario, and then waiting to see what happens -- like the 
Ton-ti. 
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MR, HALLINAN: Well, no. First of all, you 
have to qualify through the primary bond of association 
-- either through appointment ... | 

MR. SEDGEWICK: You have to be a member 
of the group. 


MR, HADLLINANs That is right. 


whatever it is. 

MR. HALLINAN: ‘That is true. 

MR. -SEDGEWIOKi3: > So, while -you: may-be~avmembe: of 

three or four groups, you couldn't be a member of a 
hundred. 

MR, HALLINAN: No. And then, on the other hand 
too, when you make an application for a loan, if they 
use our standard loan forms, you have to indicate your 
indebtedness to any other agency. 

MR, MacDONALD: What are the requirements 
under the Act of Reserves. I am sure it is an exploring 
point Mr. Irwin has eee ects If I. interpret your 
answer correctly, there is no requirement, other than 
what the annual meeting may delegate, in.terms of 
distributing undistributed reserves. But, what are the 
specific requirements for reserves, beyond which they 
can go, if the membership permits it? 

THE CHAIRMAN: Ten per cent of interest. 

MR. HALLINAN: "Every credit union shall set asi 
at least 20 per cent of its yearly net profits as a 
guarantee fund to meet losses, and the fund shall be 


held as a reserve against uncdllectable loans and losses. 
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But ; where at the close of any fiscal year, the amount 
set aside for the guarantee fund equals at least 10 
per cent of the total amount received for members on 
deposit as payment for siiinn scams directors may, 
subject to the approval of two-thirds of the members 
present at the annual meeting, direct that no monies 

be set aside for the guarantee fund for the ten current 
year." 

It is Section 28 of The Credit Unions Act. 

Does that answer your question? 

MR. MacDONALD: But beyond that, His te is no otHer 
requirement for reserves? 

MR. HALLINAN: No. 

MR, LAWRENCE: But everything over that 
20 per cent of the net profit, which again is a very 
nebulous thing, I gather. -- can be divided up into a 
form ofedividends . . 

MR, HALLINAN: Dividends and rebates. 

MR. LAWRENCE: . « every year. 

MR, HALLINAN: That is right. 

MR. MacDONALD: What was the legislation 
in contemplation of what Mr, Burton referred to a 
moment ago? 

MR. HALLINAN: The legislation is basically 
this: that where a credit union, and he used the 
example of Hepco where their fund is away up, and 
the write-off is negligible; that the credit union may 
petition the Superintendent of Insurance to relieve it 
in any given year, out of a month. 


Now, the credit union, at an annual meeting, 
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1 you see would pass a resolution requesting the Super- 
2| intendent ,. . 
3 MR. MacDONALD: But they can do that anyway 


4) af the reserve is up to 10 per cent -- 


5 MR, HALLINAN: Yes. 
6 MR. MacDONALD: So, this 1s just an added . 
7 MR, HALLINAN: Well in fact, you see -= sometime 


8 they are growing so fast that they never catch up to that 


9] 10 per cent. 


10 MR. MacDONALD: Oh, yes. 
i1 MR, HALLINAN: And yet, the thing is unrealistic 
12 Well, take for example in the League itself. 


13! tn our League centre which is a credit union for eredit 
14/ unions, we have loaned out $55,000,000.00 in twenty years, 
15| our guarantee fund is $275,000.00, and im those twenty years 
16| we have written off thirty-three thousand. So, it's 
17! unrealistic. 
18 MR. SEDGEWICK: For fifteen-hundred a year 
| 19) from income. 
20 MR. IRWIN: I would like to ite another line 
21] of questions: On page 1 you refer to the amount of 


22| loan == "any: member at any time shall not exceed one 


23 "thousand dollars in excess of the member's 
24 "saving, or, five per cent of the credit union's 
25 "capital; deposits and surplus in excess of 
26 "the member's savings, whichever is the 
) 27 "oreater," 
28 When I first read that, I interpreted it this 


29 way, and maybe that is still the way to interpret it. 


301! Do you mean to say that if I,as a member of a credit union 
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came along and ask you for a loan, then I cannot get 
more than a thousand dollars in excess of the savings 
I have on deposit with you? 

MR, HALLINANs That's right. 

MR. IRWIN: Well, do you take into account 
any other savings I might have outside of the credit 
union? 

MR, HALLINANs No. Just the amount that you 
have in the credit union. 

MR, IRWIN: Well, this raises the possibility 
or, I think, consideration <» insome ways this really 
isn't helping the man who desparately needs money; isn't 
that true ? In other words, if I am in a bad situation 
then I am automatically forced away from the credit union 
to obtain whatever funds I may need in an emergency. 

MR. HALLINANs: Well, you will note that we 
have specified that this is for roar credit unions. Whe 
they first start up, they use that. 

MR. IRWIN: Is there any other ones that 
aren't =- 

MR. HALLINAN: Referring to the one above, 
which is the standard by-laws: 

"No loan shall be for more than three thousand 

"in excess of the member's savings" ... 

MR. IRWIN: Which still leaves the same 
query but ata higher level, that's all. 

MR. HALLINAN: Yes. 

MR, IRWIN: This is so, actually with many 
small loans. 


MR. HALLINAN: That's true. 
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\ 
MR, MacDONALD?!0.: \Whiteh is three thousand dollars 


y 


\ 
‘ 


mortgages; isn't it? \ 

MR. HALLINAN: Well, yes. 

MR.) MacDONALD: © ; Reyond that, he can get it 
with 

MR, HALLINANs Oh yes, up to ten, yes. 

MR. SEDGWICK: Ifyhe<has collateral << 

MR, BURTON: Perhaps the significance of Noble 
of the big credit unions like the Steel Company in 
Hamilton have had their by-laws amended to raise that 
three thousand to five thousand. 

MR. IRWIN: I see. 

MR. BURTON: Because, they have got so much 
bigger, and they want to accommodate their members more 
than they were. 

It is really a question of the availability 
of money. The small credit union couldn't realty afford 
to lend any individual three thousand dollars, because 
it would mean a few people getting all the money and 

others geting nen. 

MR. IRWENs i): One other question -- I am 
going to be accused of drumming up business. But, is 
it required of credit unions that they have an independent 
audit. by a licensed accountant? 

MR, HALLINAN: That is a very good question. 
There is no requirement by law, but we encourage it, and 
more and more of our credit unions are coming. into it. 

MR. IRWIN: It raises the further question 
again -- I exempt myself from any interest in the matter. . 


But, why should it be required under The Corporations Act 
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and not under The credit Unions Act? 

MR, HALLINAN!)):/: I really don't know. It has just 
been like "Topsy" -- "it just grew that way". 

MR, SEDGWICK: Well, would it have been very 
difficult in the case of the small credit union -~- a 
church credit union --=-- greatly as-I respect 
chartered accountants, there might not be one handy. 

I suppose . their total fund would be too small 
to warrant the expense of professional accounting services); 
is that not true? 

MR. HALLINANs That is: quite true. 
MR; IRWIN: Well, I do hope you understand I 
a not trying to promote business, but it does strike 


me as rather odd, you: say regulations are required” ee 


toteach us 

discipline,but credit unions are not. 

MR, LAWRENCE: To finish with that line -- 
one further lines -- it may be that maybe they will 
eventually start recommending certain types of legislatio 
to the government in regards to disclosure of certain 
matters, in regards to loans; both mortgage and others, 
Because you have alreddy disclosed all the pertinent 
int ormation’ you reel*-is~ required; would you, therefore, 
have any objection Abaadic:: to general legislation affect- 
ing the credit union business in this regard? In regard 
to mortgages.*’< 

MR. HALLINAN: Oh, we are very much in favour 


of disclosing the charges and the interest rates and soon. 
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As a matter of fact, the Credit Union National Association 
has gone on record as in favour of the Croll Bill. I 
understand the Senator is re-introducing it, and also 
the Hazen Argue «\ bill a few years 

MR... LAWRENCE: And those refer to some 
buying and conditional sales? 


MR, HALLINANs Yes. 


_MR, LAWRENCE: And we got into the mort gage 

field as well in regard to our sugeestedebegtalation. 
You° can foresee no difficulty. -in.it with 

respect to ‘credit unions? 

MR. HALLINAN: Nos; in fact, we favour that. 
uehee 

MR. MacDONALD: To come back to Mr. Irwin's 
line of questioning, I think the incredible aspect of 
eredit union history is the number of amateurs who have 
hen doing the job; tifeyouuwLll}< sarc, professionally; 
in the auditing field and in the banking field. 

I remember one time going to a city, which I 
will leave unnamed in Ontario a few years ago, and 
this was a rather unprepossessimgchap, who was a member 
of a trade union, gains the secretary and manager of 
a credit union for years. Now, this fellow was handling 
money, and was responsible forthe handling of money under 
the direction of his board of directors, obviously -- 
of millions of dollars of assets, and hundred of thousand 
of dollars every year. And yet, if anybody had suggested 
that, for example, here was a man who was a safe person 


for what-you-will in the community; including, incidentally, 
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candidancy in uc cheeinn I am sure if you had picked 
some small businessman .who Was Joys --operating» a 
store, that was doing a quarter of the business of this 
credit union in the eyes of the public. hey would y 
have said this man was more reliable ~- the status symbol 
attached to the businessman -= I am not objecting to 
that, but the failure to attribute the status symbol in 


terms of the experience which has been acquired by these 


people, and with a really astoundingly good record 


I mean, as far as the public is concerned, and 
the numerous,.:.. 

MR, BELANGER: - Do you require that when* << |. 
there is. aan otc application for a loan made, that there 
be a co-signer for the loan? 

MR. HALLINAN: Not necessarily; that is one 
form of security. But, it isn't necessary. 

MR. LAWRENCE: Is that right. 

MR, HALLINAN: As Is pointed out in the brief, 
you see, there are other types of security..-.They: will tale a 
chattel mortgage on a car, or a wage assignment, which is 
the most popular; the wage assignment. 

MR, LAWRENCE: You don't: like to be in a positijon 
of Macyts telling Gimbel 'soor vice-versa, but in the 
caisse populaire movement, isn't that: generally 
the same lines as yours? 
MR. HALLINAN: Yes, basically. 
MR, LAWRENCE: I mean, they have a central . 
MR. HALLINAN: Yes. 


MR. LAWRENCE: . « « central organization, too? 
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with supervisors, ieecenet have you? 

MR, raWINY Mr, Chairman, just a simple 
question agains I am concerned with the discipline 
exercisedover credit unions. Are officials required to 
be bonded? 

MR, HALLINANs Oh, yes. -As a matter of fact, 
we have strongly urged in most of our credit antes what 
we call Bond 576 -- 100 per cent coverage up to | 
$2 ,000,000.00. 

MR, IRWIN: Any officer? 

MR. HALLINAN: Yes... 

MR. IRWIN: Any executive officer, 

MR. HALLINAN: Everybody, it is ai blanket policy 

MR; IRWIN: I see, I. see. 

MR; NODEN?*) + The present legislation brought 
about by the request of credit union | 

MR, HALLINAN: That is true. 

That is true? Yes. 

(IMR, BUKATOR: Are our terms of reference, 
Mr. Chairman, broad enough to take in medical 
These people have an excellent plan 

THE CHAIRMAN: 


Have you any comments to . 


THE CHAIRMAN: Have you any comments to make 
on the present legislation? 

MR. HALLINAN: We are quite satisfied, with the 
exception of the two proposals which we expected would 
have been presented to the legislature at this session, 


which apparently for some reason or other didn't get through. 
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One we aga pertaining (to the guarantee fund, and 
the other Seeunen of the legislation was regulations 
regarding secondary check, and the League was very desirous 
that this legislation come into being as quickly as 
possible. The Attorney-General, he has the proppsals 
on his desk, so he knows what the -- we have discussed it. 
We have cleared the air with the Department of Insurance. 
There is one thing I would like to point out, that there 
is an excellent relationship between the League and the 
Government; the Department of Insurance, 

THE CHAIRMAN: Would you hike to elaborate 
on those two recommendations at all? 

MR, HALLINAN: I would rather hesitate at this 
time, because I haven't got the information with me. 
But, it has been approved by our League Board, and — 
the Department has agreed to it. tis ‘now in the hands 
of the Cabinet Ministers so that I would 
suggest maybe you takeiit up with him. 

MR. IRWIN: I have a question. -- 

I amcpretty ignorant on credit unions, obviously. But, 
can the credit union -- we have been talking about a 
eredit union here that is loaning money. Can that same 
eredit union also run a grocery store? 

MR. HALLINAN: No, no. 

MR. IRWIN: I see, This is another 
grade of fish altogether. 

MR, HALLINAN: Oh, yes. That is a co-operative 
you are thinking of. You see, Section 4 of The Act,-of 
The Credit Unions Act: 


"Credit tinions may be incorporated having for 
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"their eu (object and purpose) receiving 

"oft money on deposit from members,and payment 

"for shares; the making of loans to members 

"with or without security for Crown and 

"productive purposes,” 

And then, there are three ancillary objects: 
Making loans to other credit unions; deposit money with, 
and make loans to the League, subject to confirmation 
by its members; make donations and gifts for advancing 
the interests of the credit union. 

Now, if the crédit: union gets 'bff the beaten 
path", they are in trouble. 

THE CHAIRMAN: Any other questions gentlemen? 

Mr. Hoffman? Mr. Reilly? 

MR, REILLY: So, at the beginning he said there 
were two accounts. I assume that he is referring, one, 
to the savings account, and one to the shares; is that 
e errect? 

MR. HALLINAN: That is right. 

MR. BUKATOR: The only question I might 
have to deal with this brief maybe shouldn't even be 
asked, but you certainly don't have any objection to 
complete disclosure of interest rates? 

MR. HALLINAN: No. No objection whatever. 

MR. IRWIN: They have the boys beat. 

They don't have to be seared of that. 
MR. BUKATOR: No, they have it right 
there. 

MR. LETHERBY : On the contrary, complete 


disclosure might result in them getting more business. 
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AMR, BUKATOR: That is right. 
THE CHAIRMAN: Have you anything to add, Mr. 
Burt on? 7 
MR. BURTON: Yes. Mr. Sedgwick, Mr. Chairman, 


made reference earlier about the total advantage of 


. 


the credit unions obtaining their exemption fy6nCorporatio 


tax -- 

MR.SEDGWLCK: No. Don't misunderstand me. 

MR, BURTON: No, no. 

MR, SEDGWICKs I don't say that they are, 
but I don't want it to be said to us that you are. 

MR. BURTON: But, I only wanted to sight ou 
Pia) Wercsae oatemrwlere Scakaraunikeiae oeelce ot dae 
recent submission to the Royal Commission on Taxation, 
and this might interest you, because a lot of people 
don't understand credit: unions. In particular, you 
have the people who are: making fat profits and they 
should be taxed. We make it quite clear in our submissio 
to the Royal Commission that if credit. unions were made 


sub ject to corporation tax, they could virtually operate 


at cost by requests their interest! rates as the 

Steel Company in Hamilton already have, instead of paying 
a rebate at the end of the year. And, thus reducing thei 
net earnings. Also, instead of members putting their 
money into shares on which are declarable, dividends 

is paidout of earnings -- getting members to deposit 
money with a pre-determined fixed interest which is 
charged against profits. Without those factors, the 
profits -- the net earnings are apduece to as low a 


point as the trade union can forecast what the 
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would be, and it leaves no profit. ©’ 
MR, SEDGEWICK:. No taxable profit. . 

MR, BURTON: No texabbeuprofit ,This is why 
we claim that trade unions are non-profit organizations, 
because literally, this can almostcbe 

MR, LAWRENCE: What would be the disadvantages 
to that to a large credit union? 

MR, BURTON: None. 

MR, LAWRENCE: None? 

MR. HALLINAN: As a matter of fact, the. . 

MR, LAWRENCE: Well then it is not really 
an argument , ae Damlas-®, . . 

MR, HALLINANs: Our opposition 
are screaming for credit unions to be taxed because they 
they think they are at an unfair advantage now. If we 
did -- if they were taxed, and we did exactly what Mr. 
Burton said we could do, they would be worse off -- 

MR. SEDGEWICKs You would make it much 
tougher for them. 

MR, HALLINAN: Sure. 

| Mr, Chairman, they can't 
see that. 
MR. MacDONAID : This just proves that the 
amateurs are real professionals. 

(Laughter. ) 

MR. LAWRENCE: Mr, Chairman, I wish to 
comment on this, though. I agree with this suggestion 
that it would be an unrewarding exercise on the part 
of the Government to seer, one eredit unions to become 


taxable. But, that is based solely on the assumption that 
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they are truly non-profit. And, that leads on to the 
further implication that the profits are distributed and 
therefore I see a rather large hole in the situation in 
that there is no compulsion distribution at any point and 
this amazes me, 

MR. MacDONALD: Except the voluntary compulsion 
involved in the membership meeting, and if you have ever 
attended a credit union's aunwal meeting you will know 
that the compulsion is --- as I say --- is pretty strong. 

MR, HALLINAN: You couldn't maintain members! if 
they weren't getting areturn, All you would have te do is 


just in this one year is 
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paying a dividend 
iit Sper Mak >: 
| MR. SEDGEWICK: Well, I - - Iiteomle: 
4| thinksthis is the business of this Committee. 
Apparently the business 

Leese nies: Because whatever wee, Ls to be done 
about income tax would not be done here. 

MR, HALLINAN: That is true. 

MR, SEDGEWICK: Up or down. 


MR, LAWRENCE: Oh, yes. TI would agree. 


THE CHAIRMAN; Are there any more questions, 
gentlemen? No more questions? Well, we appreciate 
very much you gentlemen coming 

and your brief has been very helpful, 
and very interesting for the Committee to learn something 
of your operations, and we are very pleased that you 
came forward at this time which is certainly very 
beneficial to this Committee in planning our future 
work and getting oriented for some of the problems, © 
that we are going to have to deal with. Thank you 
very much, 

MR, MacDONALD: Thank you very much, Mr. 
Chairman. 

MR, MacDONALD: Mr. Chairman, before you 


decide to deposit those and gather dust --- 


THECwMePRMA Ns Can one claim one of those? 


ww 


THE CHAT RMAN ¢ . Oh, yes, sure. Now, this 
meeting is now adjourned and I would ask the Members to st 
for a few minutes. We have several things to discuss. 
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